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ELIZABETH I

Financial Services Act
1986

1986 CHAPTER 60

An Act to regulate the carrying on of investment business;
to make related provision with respect to insurance
business and business carried on by friendly societies;
to make new provision with respect to the official
listing of securities, offers of unlisted securities,
takeover offers and insider dealing; to make provision
as to the disclosure of information obtained under
enactments relating to fair trading, banking, companies
and insurance; to make provision for securing recipro-
city with other countries in respect of facilities for the
provision of financial services; and for connected
purposes. [7th November 1986]

E IT ENACTED by the Queen’s most Excellent Majesty, by and
with the advice and consent of the Lords Spiritual and
Temporal, and Commons, in this present Parliament

assembled, and by the authority of the same, as follows:—

PART |
REGULATION OF INVESTMENT BUSINESS
CHAPTER 1
PRELIMINARY

1.—(1) In this Act, unless the context otherwise requires, Investments
“ investment ” means any asset, right or interest falling within and

1 i nvestment
any paragraph in Part I of Schedule 1 to this Act. bust
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(2) In this Act “ investment business ” means the business of
engaging in one or more of the activities which fall within the
paragraphs in Part II of that Schedule and are not excluded by
Part III of that Schedule.

(3) For the purposes of this Act a person carries on invest-
ment business in the United Kingdom if he—

(@) carries on investment business from a permanent place
of business maintained by him in the United Kingdom;
or

(b) engages in the United Kingdom in one or more of the
activities which fall within the paragraphs in Part II of
that Schedule and are not excluded by Part III or IV of
that Schedule and his doing so constitutes the carrying
on hy him of a business in the United Kingdom.

4 Parts I to IV of that Schedule shall be construed in accord-
ance with Part V.

2.—(1) The Secretary of State may by order amend Schedule
1 to this Act s0 as—

(@) to extend or restrict the meaning of investment for the
purposes of all or any provisions of this Act; or

(b) to extend or restrict for the purposes of all or any of
those provisions the activities that are to constitute
the carrying on of investment business or the carrying
on of such business in the United Kingdom.

(2) The amendments that may be made for the purposes of
subsection (1)(b) above include amendments conferring powers
on the Secretary of State, whether by extending or modifying any
provision of that Schedule which confers such powers or by
adding further such provisions.

(3) An order under this section which extends the meaning
of investment or extends the activities that are to constitute the
carrying on of investment business or the carrying on of such
business in the United Kingdom shall be laid before Parliament
after being made and shall cease to have effect at the end of the
period of twenty-eight days beginning with the day on which it is
made (but without prejudice to anything done under the order
or to the making of a new order) unless before the end of that
period the order is approved by a resolution of each House of
Parliament.

(4) In reckoning the period mentioned in subsection (3) above
no account shall be taken of any time during which Parliament
is dissolved or prorogued or during which both Houses are ad-
journed for more than four days.
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(5) Any order under this section to which subsection (3) above  Parrl
does not apply shall be subject to annulment in pursuance of 8 Cuarrer I
resolution of either House of Parliament.

(6) An order under this section may contain such transitional
provisions as the Secretary of State thinks necessary or expedient.

CuartTER 11
RESTRICTION ON CARRYING ON BUSINESS

3. No person shall carry on, or purport to carry on, investment Persons
business in the United Kingdom unless he is an authorised per- Gntitled to
son under Chapter III or an exempted person under Chapter IV {2 °8
of this Part of this Act. business.

4.—(1) Any person who carries on, or purports to carry on, Offences.
investment business in contravention of section 3 above shall be
guilty of an offence and liable—

(@) on conviction on indictment, to imprisonment for &
term not exceeding two years or to a fine or to both ;

(b) on summary conviction, to imprisonment for a term not
exceeding six months or to a fine not exceeding the
statutory maximum or to both.

(2) In proceedings brought against any person for an offence
under this section it shall be a defence for him to prove that
he took all reasonable precautions and exercised all due dili-
gence to avoid the commission of the offence.

5.—(1) Subject to subsection (3) below, any agreement to Amemenu
which this subsection applies— made by or .

(a) which is entered into by a person in the course of carry- un.mﬁm
ing on investment business in contravention of section persons.
3 above; or

(b) which 1s entered into—

(i) by a person who is an authorised person or an
exempted person in respect of the investment busi-
ness in the course of which he enters into the agree-
ment ; but

(i) in consequence of anything said or done by a
person in the course of carrying on investment busi-
ness in contravention of that section,

shall be unenforceable against the other party; and that party
shall be entitled to recover any money or other property paid
or transferred by him under the agreement, together with com-
pensation for any loss sustained by him as a result of having
parted with it.
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- (2) The compensation recoverable under subsection (1) above
shall be such as the parties may agree or as the court may, on
the application of either party, determine.

(3) A court may allow an agreement to which subsection (1)
above applies to be enforced or money and property paid or
transferred under it to be retained if it is satisfied—

(@) in a case within paragraph (a) of that subsection, that
the person mentioned in that paragraph reasonably
believed that his entering into the agreement did not
constitute a contravention of section 3 above ;

(b) in a case within paragraph (b) of that subsection, that
the person mentioned in sub-paragraph (i) of that para-
graph did not know that the agreement was entered
into as mentioned in sub-paragraph (i) of that para-
graph ; and

() in either case, that it is just and equitable for the agree-
ment to be enforced or, as the case may be, for the
money or property paid or transferred under it to be
retained.

(4) Where a person elects not to perform an agreement which
by virtue of this section is unenforceable against him or by
virtue of this section recovers money paid or other property
transferred by him under an agreement he shall repay any money
and return any other property received by him under the agree-
ment.

(5) Where any property transferred under an agreement to
which this section applies has passed to a third party the refer-
ences to that property in subsections (1), (3) and (4) above shall
be construed as references to its value at the time of its transfer
under the agreement.

(6) A contravention of section 3 above shall not make an
agreement illegal or invalid to any greater extent than is pro-
vided in this section.

(7) Subsection (1) above applies to any agreement the making
or performance of which by the person seeking to enforce it
or from whom money or other property is recoverable under
this section constitutes an activity which falls within any para-
graph of Part II of Schedule 1 to this Act and is not excluded by
Part III or IV of that Schedule.

6.—(1) If, on the application of the Secretary of State, the
court is satisfied—
(@) that there is a reasonable likelihood that a person will
contravene section 3 above ; or
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(b) that any person has contravened that section and that
there is a reasonable likelihood that the contravention
will continue or be repeated,

the court may grant an injunction restraining the contravention
or, in Scotland, an interdict prohibiting the contravention.

satisfied that a person has entered into any transaction in con-
travention of section 3 above the court may order that person
and any other person who appears to the court to have been
knowingly concerned in the contravention to take such steps as
the court may direct for restoring the parties to the position in
which they were before the transaction was entered into.

(3) The court may, on the application of the Secretary of State,
make an order under subsection (4) below or, in relation to
Scotland, under subsection (5) below if satisfied that a person
has been carrying on investment business in contravention of
section 3 above and—

(a) that profits have accrued to that person as a result of
carrying on that business ; or

(b) that one or more investors have suffered loss or been
otherwise adversely affected as a result of his contra-
vention of section 47 or 56 below or failure to act
substantially in accordance with any of the rules or
regulations made under Chapter V of this Part of this
Act.

(4) The court may under this subsection order the person con-
cerned to pay into court, or appoint a receiver to recover from
him, such sum as appears to the court to be just having regard—

(@) in a case within paragraph (a) of subsection (3) above,
to the profits appearing to the court to have accrued ;

(b) in a case within paragraph (b) of that subsection, to the
extent of the loss or other adverse effect ; or

(c) in a case within both paragraphs (@) and (b) of that sub-
section, to the profits and to the extent of the loss or
other adverse effect.

(5) The court may under this subsection order the person con-
cerned to pay to the applicant such sum as appears to the court
to be just having regard to the considerations mentioned in para-
graphs (a) to (c) of subsection (4) above.

(6) Any amount paid into court by or recovered from a person
in pursuance of an order under subsection (4) or (5) above shall
be paid out to such person or distributed among such persons as
the court may direct, being a person or persons appearing to the
court to have entered into transactions with that person as a
result of which the profits mentioned in paragraph (a) of subsec-

Parr I
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tion (3) above have accrued to him or the loss or other adverse
effect mentioned in paragraph (b) of that subsection has been
suffered. :

(7) On an application under subsection (3) above the court
may require the person concerned to furnish it with such ac-
counts or other information as it may require for establishing
whether any and, if so, what profits have accrued to him as
mentioned in paragraph (a) of that subsection and for deter-
mining how any amounts are to be paid or distributed under
subsection (6) above; and the court may require any such
accounts or other information to be verified in such manner
as it may direct.

(8) The jurisdiction conferred by this section shall be exer-
cisable by the High Court and the Court of Session.

(9) Nothing in this section affects the right of any person other
than the Secretary of State to bring proceedings in respect of
any of the matters to which this section applies.

CHAPTER 111
AUTHORISED PERSONS

Members of recognised self-regulating organisations

7.—(1) Subject to subsection (2) below, a member of a recog-
nised self-regulating organisation is an authorised person by
virtue of his membership of that organisation.

(Z) This section does not apply to a member who is an
authorised person by virtue of section 22 or 23 below or an
insurance company which is an authorised person by virtue of
section 31 below.

8.—(1) In this Act a *“self-regulating organisation ” means
a body (whether a body corporate or an unincorporated asso-
ciation) which regulates the carrying on of investment business
of any kind by enforcing rules which are binding on persons
carrying on business of that kind either because they are mem-
bers olf that body or because they are otherwise subject to its
control.

(2) In this Act references to the members of a self-regulating
organisation are references to the persons who, whether or not
members of the organisation, are subject to its rules in carrying
on the business in question.

(3) In this Act references to the rules of a self-regulating
organisation are references to the rules (whether or not laid
down by the organisation itself) which the organisation has
power to enforce in relation to the carrying on of the business
in question or which relate to the admission and expulsion of
members of the organisation or otherwise to its constitution.
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(4) In this Act references to guidance issued by a self-regulat-
ing organisation are references to guidance issued or any recom-
mendation made by it to all or any class of its members or
persons seeking to become members which would, if it were
a rule, fall within subsection (3) above.

PART I
Cuarter 111

9.—(1) A self-regulating organisation may apply to the Secre- Applications
tary of State for an order declaring it to be a recognised self- for

regulating organisation for the purposes of this Act.
(2) Any such application—
(@) shall be made in such manner as the Secretary of State
may direct ; and
(b) shall be accompanied by such information as the Sec-

retary of State may reasonably require for the purpose
of determining the application.

(3) At any time after receiving an application and before
determining it the Secretary of State may require the applicant
to furnish additional information.

(4) The directions and requirements given or imposed under
subsections (2) and (3) above may differ as between different
applications.

(5) Any information to be furnished to the Secretary of

State under this section shall, if he so requires, be in such form
or verified in such manner as he may specify.

(6) Every application shall be accompanied by a copy of the
applicant’s rules and of any guidance issued by the applicant
which is intended to have continuing effect and is issued in
writing or other legible form.

recognition.

10.——-(1) The Secretary of State may, on an application duly Grant and
made in accordance with section 9 above and after being refusal of
furnished with all such information as he may require under recoguition.

that section, make or refuse to make an order (“ a recognition
order ) declaring the applicant to be a recognised self-regulating
organisation.

(2) Subject to subsection (4) below and to Chapter XIV of this
Part of this Act, the Secretary of State shall make a recognition
order if it appears to him from the information furnished by the
organisation making the application and having regard to any
other information in his possession that the requirements of sub-
section (3) below and of Schedule 2 to this Act are satisfied as
respects that organisation.

(3) Where there is a kind of investment business with which
the organisation is not concerned, its rules must preclude a
member from carrying on investment business of that kind unless
he is an authorised person otherwise than by virtue of his mem-
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bership of the organisation or an exempted person in respect
of that business.

(4) The Secretary of State may refuse to make a recognition
order in respect of an organisation if he considers that its
recognition is unnecessary having regard to the existence of one
or more other organisations which are concerned with invest-
ment business of a kind with which the applicant is concerned
and which have been or are likely to be recognised under this
section.

(5) Where the Secretary of State refuses an application for
a recognition order he shall give the applicant a written notice
to that effect specifying a requirement which in the opinion of
the Secretary of State is not satisfied, stating that the application
is refused on the ground mentioned in subsection (4) above or
stating that it is refused by virtue of Chapter XIV.

(6) A recognition order shall state the date on which it takes
effect.

11.—(1) A recognition order may be revoked by a further
order made by the Secretary of State if at any time it appears to
him—

(@) that section 10(3) above or any requirement of Schedule
2 to this Act is not satisfied in the case of the organisa-
tion to which the recognition order relates (** the recog-
nised organisation ») ;

(b) that the recognised organisation has failed to comply
with any obligation to which it is subject by virtue of
this Act; or

(c) that the continued recognition of the organisation is
undesirable having regard to the existence of one or
more other organisations which have been or are to be
recognised under section 10 above,

(2) An order revoking a recognition order shall state the
date on which it takes effect and that date shall not be earlier
than three months after the day on which the revocation order
is made.

(3) Before revoking a recognition order the Secretary of State
shall give written notice of his intention to do so to the recog-
nised organisation, take such steps as he considers reasonably
practicable for bringing the notice to the attention of members
of the organisation and publish it in such manner as he thinks
appropriate for bringing it to the attention of any other persons
who are in his opinion likely to be affected.

(4) A notice under subsection (3) above shall state the reasons
for which the Secretary of State proposes to act and give par-
ticulars of the rights conferred by subsection (5) below.
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(5) An organisation on which a notice is served under subsec-
tion (3) above, any member of the organisation and any other
person who appears to the Secretary of State to be affected may
within three months after the date of service or publication, or
within such longer time as the Secretary of State may allow, make
written representations to the Secretary of State and, if desired,
oral representations to a person appointed for that purpose by
the Secretary of State; and the Secretary of State shall have
regard to any representations made in accordance with this sub-
section in determining whether to revoke the recognition order.

(6) If in any case the Secretary of State considers it essential
to do so in the interests of investors he may revoke a recognition
order without regard to the restriction imposed by subsection
(2) above and notwithstanding that no notice has been given or
published under subsection (3) above or that the time for making
representations in pursuance of such a notice has not expired.

(7) An order revoking a recognition order may contain such
transitional provisions as the Secretary of State thinks necessary
or expedient.

(8 A recognition order may be revoked at the request or
with the consent of the recognised organisation and any such re-
vocation shall not be subject to the restrictions imposed by sub-
sections (1) and (2) or the requirements of subsections (3) to
(5) above.

(9) On making an order revoking a recognition order the
Secretary of State shall give the organisation written notice of
the making of the order, take such steps as he considers reason-
ably practicable for bringing the making of the order to the
attention of members of the organisation and publish a notice of
the making of the order in such manner as he thinks appropriate
for bringing it to the attention of any other persons who are in
his opinion likely to be affected.

12.

(1) If at any time it appears to the Secretary of State—

ParT 1
CuHartER 111

Compliance

(@) that subsection (3) of section 10 above or any require- ©rders.

ment of Schedule 2 to this Act is not satisfied in the
case of a recognised organisation ; or
(b) that a recognised organisation has failed to comply with
any obligation to which it is subject by virtue of this
Act,
he may, instead of revoking the recognition order under section
11 above, make an application to the court under this section.

(2) If on any such application the court decides that sub-
section (3) of section 10 or the requirement in question is not
satisfied or, as the case may be, that the organisation has failed
to comply with the obligation in question it may order the
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organisation to take such steps as the court directs for securing
that that subsection or requirement is satisfied or that that obli-
gation is complied with.

(3) The jurisdiction conferred by this section shall be exer-
cisable by the High Court and the Court of Session.

13.—(1) If at any time it appears to the Secretary of State that
the rules of a recognised organisation do not satisfy the require-
ments of paragraph 3(1) of Schedule 2 to this Act he may, instead
of revoking the recognition order or making an application
under section 12 above, direct the organisation to alter, or him-
self alter, its rules in such manner as he considers necessary for
securing that the rules satisfy those requirements.

(2) If at any time it appears to the Secretary of State that
the rules or practices of a recognised organisation which is con-
cerned with two or more kinds of investment business do not
satisfy any requirement of Schedule 2 to this Act in respect of
investment business of any of those kinds he may, instead of
revoking the recognition order or making an application under
section 12 above, direct the organisation to alter, or himself
alter, its rules so that they preclude a member from carrying on
investment business of that kind unless he is an authorised person
otherwise than by virtue of membership of the organisation or
an exempted person in respect of that business.

(3) Any direction given under this section shall, on the appli-
cation of the Secretary of State, be enforceable by mandamus or,
in Scotland, by an order for specific performance under section
91 of the Court of Session Act 1868.

(4) Before giving a direction or making any alteration under
subsection (1) above the Secretary of State shall consult the
organisation concerned.

(5) A recognised organisation whose rules have been altered
by or pursuant to a direction given by the Secretary of State
under subsection (1) above may apply to the court and if the court
is satisfied—

(@) that the rules without the alteration satisfied the require-
ments mentioned in that subsection ; or

(b) that other alterations proposed by the organisation
would result in the rules satisfying those requirements,

the court may set aside the alteration made by or pursuant to the
direction given by the Secretary of State and, in a case within
paragraph (b) above, order the organisation to make the altera-
tions proposed by it ; but the setting aside of an alteration under
this subsection shall not affect its previous operation.

(6) The jurisdiction conferred by subsection (5) above shall be
exercisable by the High Court and the Court of Session.
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(7) Section 11(2) to (7) and (9) above shall, with the necessary
modifications, have effect in relation to any direction given or
alteration made by the Secretary of State under subsection (2)
above as they have effect in relation to an order revoking a recog-
nition order.

(8) The fact that the rules of a recognised organisation have
been altered by or pursuant to a direction given by the Secre-
tary of State or pursuant to an order made by the court
under this section shall not preclude their subsequent alteration
or revocation by that organisation.

11

ParTI

14.—(1) The Secretary of State may make regulations requir- Notification
ing a recognised organisation to give him forthwith notice of the fequirements.

occurrence of such events relating to the organisation or its
members as are specified in the regulations and such information
in respect of those events as is so specified.

(2) The Secretary of State may make regulations requiring a
recognised organisation to furnish him at such times or in
respect of such periods as are specified in the regulations with
such information relating to the organisation or its members as
is so specified.

(3) The notices and information required to be given or fur-
nished under the foregoing provisions of this section shall be
such as the Secretary of State may reasonably require for the
exercise of his functions under this Act.

(4) Regulations under the foregoing provisions of this section
may require information to be given in a specified form and to
be verified in a specified manner.

(5) Any notice or information required to be given or fur-
nished under the foregoing provisions of this section shall be
given in writing or in such other manner as the Secretary of
State may approve.

(6) Where a recognised organisation amends, revokes or
adds to its rules or guidance it shall within seven days give the
Secretary of State written notice of the amendment, revocation
or addition ; but notice need not be given of the revocation of
guidance other than such as is mentioned in section 9(6) above
or of any amendment of or addition to guidance which does not
result in or consist of such guidance as is there mentioned.

(7) Contravention of, or of regulations under, this section shall
not be an offence.

Persons authorised by recognised professional bodies

15.—(1) A person holding a certificate issued for the purposes Authorisation
of this Part of this Act by a recognised professional body is an by certification

authorised person.

by recognised
professional
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(2) Such a certificate may be issued by a recognised profes-
sional body to an individual, a body corporate, a partnership or
an unincorporated association.

(3) A certificate issued to a partnership—
(a) shall be issued in the partnership name ; and

(b) shall authorise the carrying on of investment business
in that name by the partnership to which the certificate
is issued, by any partnership which succeeds to that
business or by any person who succeeds to that busi-
ness having previously carried it on in partnership ;

and, in relation to a certificate issued to a partnership constitu-
ted under the law of England and Wales or Northern Ireland
or the law of any other country or territory under which a
partnership is not a legal person, references in this Act to the
person who holds the certificate or is certified shall be construed
as references to the persons or person for the time being
authorised by the certificate to carry on investment business as
mentioned in paragraph (b) above.

16.—(1) In this Act a “ professional body ” means a body
which regulates the practice of a profession and references to
the practice of a profession do not include references to carrying
on a business consisting wholly or mainly of investment busi-
ness.

(2) In this Act references to the members of a professional
body are references to individuals who, whether or not mem-
bers of the body, are entitled to practise the profession in ques-
tion and, in practising it, are subject to the rules of that body.

(3) In this Act references to the rules of a professional body
are references to the rules (whether or not laid down by the body
itself) which the body has power to enforce in relation to the
practice of the profession in question and the carrying on of
investment business by persons practising that profession or
which relate to the grant, suspension or withdrawal of certificates
under section 15 above, the admission and expulsion of members
or otherwise to the constitution of the body.

(4) In this Act references to guidance issued by a professional
body are references to guidance issued or any recommendation
made by it to all or any class of its members or persons seeking
to become members, or to persons or any class of persons who
are or are seeking to be certified by the body, and which would,
if it were a rule, fall within subsection (3) above.

17.—(1) A professional body may apply to the Secretary of
State for an order declaring it to be a recognised professional
body for the purposes of this Act.
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(2) Subsections (2) to (6) of section 9 above shall have effect  ParrI
in relation to an application under subsection (1) above as they Cuarrer Iny
have effect in relation to an application under subsection (1) of
that section.

18.—(1) The Secretary of State may, on an application duly Grant and
made in accordance with section 17 above and after being fur- refusal of
nished with all such information as he may require under that recognition.
section, make or refuse to make an order (“a recognition order”)
declaring the applicant to be a recognised professional body.

(2) The Secretary of State may make a recognition order if
it appears to him from the information furnished by the body
making the application and having regard to any other informa-
tion in his possession that the requirements of subsection (3)
gelow and of Schedule 3 to this Act are satisfied as respects that

ody.

(3) The body must have rules which impose acceptable limits
on the kinds of investment business which may be carried on by
persons certified by it and the circumstances in which they
may carry on such business and which preclude a person certi-
fied by that body from carrying on any investment business out-
side those limits unless he is an authorised person otherwise than
by virtue of the certification or an exempted person in respect
of that business.

(4) Where the Secretary of State refuses an application for a
recognition order he shall give the applicant a written notice to
that effect, stating the reasons for the refusal.

(5) A recognition order shall state the date on which it takes
effect.

19.—(1) A recognition order under section 18 above may be Revocation of
revoked by a further order made by the Secretary of State if at recognition.
any time it appears to him—

(a) that section 18(3) above or any requirement of Schedule
3 to this Act is not satisfied in the case of the body to
which the recognition order relates ; or

(b) that the body has failed to comply with any obligation
to which it is subject by virtue of this Act.

(2) Subsections (2) to (9) of section 11 above shall have effect
in relation to the revocation of a recognition order under this
section as they have effect in relation to the revocation of a
recognition order under subsection (1) of that section.

20.—(1) If at any time it appears to the Secretary of State—  Compliance

(@) that subsection (3) of section 18 above or any require- °T9ers:
ment of Schedule 3 to this Act is not satisfied in the
case of a recognised professional body ; or
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(b) that such a body has failed to comply with any obliga-
tion to which it is subject by virtue of this Act,

he may, instead of revoking the recognition order under section
19 above, make an application to the court under this section.

(2) If on any such application the court decides that subsec-
tion (3) of section 18 above or the requirement in question is not
satisfied or, as the case may be, that the body has failed to
comply with the obligation in question it may order the body
to take such steps as the court directs for securing that that
subsection or requirement is satisfied or that that obligation is
complied with.

(3) The jurisdiction conferred by this section shall be exer-
cisable by the High Court and the Court of Session.

21.—(1) The Secretary of State may make regulations requir-
ing a recognised professional body to give him forthwith notice
of the occurrence of such events relating to the body, its mem-
bers or persons certified by it as are specified in the regulations
and such information in respect of those events as is so specified.

(2) The Secretary of State may make regulations requiring a
recognised professional body to furnish him at such times or in
respect of such periods as are specified in the regulations with
such information relating to the body, its members and persons
certified by it as is so specified.

(3) The notices and information required to be given or fur-
nished under the foregoing provisions of this section shall be
such as the Secretary of State may reasonably require for the
exercise of his functions under this Act.

(4) Regulations under the foregoing provisions of this section
may require information to be given in a specified form and to
be verified in a specified manner.

(5) Any notice or information required to be given or fur-
nished under the foregoing provisions of this section shall be
given in writing or in such other manner as the Secretary of State
may approve.

(6) Where a recognised professional body amends, revokes
or adds to its rules or guidance it shall within seven days give
the Secretary of State written notice of the amendment, revoca-
tion or addition ; but—

(@) notice need not be given of the revocation of guidance
other than such as is mentioned in section 9(6) above or
of any amendment of or addition to guidance which
does not result in or consist of such guidance as is
there mentioned ; and
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(b) notice need not be given in respect of any rule or
guidance, or rules or guidance of any description, in
the case of which the Secretary of State has waived
compliance with this subsection by notice in writing to
the body concerned ;

and any such waiver may be varied or revoked by a further
notice in writing.

(7) Contravention of, or of regulations under, this section shall
not be an offence.

Insurance companies

15
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22, A body which is authorised under section 3 or 4 of Authorised
the Insurance Companies Act 1982 to carry on insurance business insurers.
which is investment business and carries on such insurance busi- 1982 c. 30.

ness in the United Kingdom is an authorised person as respects—
(@) any insurance business which is investment business ;
and

(b) any other investment business which that body may
carry on without contravening section 16 of that Act.

Friendly societies
23.—(1) A society which—

(@) is a friendly society within the meaning of section 7(1)(a)
of the Friendly Societies Act 1974 ;

(b) is registered within the meaning of that Act as a society
but not as a branch of a society ;

(c) under its rules has its registered office at a place situated
in Great Britain ; and

(d) carries on investment business in the United Kingdom,
is an authorised person as respects any investment business
which it carries on for or in connection with any of the purposes
mentioned in Schedule 1 to that Act.

(2) A society which—
(@) is a friendly society within the meaning of section 1(1)(a)

Registered
friendly
societies.

1974 c. 46.

of the Friendly Societies Act (Northern Ireland) 1970 ; 1970 c. 31
(b) is registered or deemed to be registered as a society (N.L).

but not as a branch of a society under that Act ;
(c) under its rules has its registered office at a place situated
in Northern Ireland ; and
(d) carries on investment business in the United Kingdom,
is an authorised person as respects any investment business
which it carries on for or in connection with any of the purposes
mentioned in Schedule 1 to that Act,
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Part I Collective investment schemes

Caarter Il 24 The operator or trustee of a scheme recognised under

Operators and gection 86 below is an authorised person as respects—
trustees of

recognised (a) investment business which consists in operating or act-
schemes. ing as trustee in relation to that scheme ; and

(b) any investment business which is carried on by him in
connection with or for the purposes of that scheme.

Persons authorised by the Secretary of State

Authorisation 25, A person holding an authorisation granted by the Secre-
by Secretary  tary of State under the following provisions of this Chapter is
of State. an authorised person.

Applications 26.—(1) An application for authorisation by the Secretary of
for State may be made by—

suthorisation. (@) an individual ;
(b) a body corporate ;
(c) a partnership ; or
(d an unincorporated association.

(2) Any such application—

(a) shall be made in such manner as the Secretary of State
may direct ;
(b) shall contain or be accompanied by—

(i) information as to the investment business which
the applicant proposes to carry on and the services
which he will hold himself out as able to provide
in the carrying on of that business ; and

(i) such other information as the Secretary of
State may reasonably require for the purpose of deter-
mining the application ; and

(c) shall contain the address of a place in the United King-
dom for the service on the applicant of any notice
or other document required or authorised to be served
on him under this Act.

(3) At any time after receiving an application and before deter-
mining it the Secretary of State may require the applicant to
furnish additional information.

(4) The directions and requirements given or imposed under
subsections (2) and (3) above may differ as between different
applications.

(5) Any information to be furnished to the Secretary of State
under this section shall, if he so requires, be in such form or
verified in such manner as he may specify.
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27.—(1) The Secretary of State may, on an application duly  PArtlI
made in accordance with section 26 above and after being fur- Cuarter III
nished with all such information as he may require under that Grant and

section, grant or refuse the application. refusal of
e e e authorisation.
(2) The Secretary of State shall grant the application if it ap-

pears to him from the information furnished by the applicant
and having regard to any other information in his possession
that the applicant is a fit and proper person to carry on the in-
vestment business and provide the services described in the
application.

(3) In determining whether to grant or refuse an application
the Secretary of State may take into account any matter re-
lating to any person who is or will be employed by or asso-
ciated with the applicant for the purposes of the business in
question, to any person who is or will be acting as an appointed
representative in relation to that business and—

(a) if the applicant is a body corporate, to any director or
controller of the body, to any other body corporate
in the same group or to any director or controller of
any such other body corporate ;

(D) if the applicant is a partnership, to any of the partners ;

(o) if the applicant is an unincorporated association, to any
member of the governing body of the association or any
officer or controller of the association.

(4) In determining whether to grant or refuse an application
the Secretary of State may also have regard to any business which
the applicant proposes to carry on in connection with his invest-
ment business.

(5) In the case of an applicant who is authorised to carry on
investment business in a member State other than the United
Kingdom the Secretary of State shall have regard to that
authorisation.

(6) An authorisation granted to a partnership—
(@) shall be granted in the partnership name ; and

(b) shall authorise the carrying on of investment business
in that name (or with the Secretary of State’s consent
in any other name) by the partnership to which the
authorisation is granted, by any partnership which
succeeds to that business or by any person who suc-
ceeds to that business having previously carried it on
in partnership ;

and, in relation to an authorisation granted to a partnership
constituted under the law of England and Wales or Northern
Ireland or the law of any other country or territory under
which a partnership is not a legal person, references in this
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Partl  Act to the holder of the authorisation or the authorised person
Cuarrer 1T shall be construed as references to the persons or person for
the time being authorised by the authorisation to carry on in-

vestment business as mentioned in paragraph (b) above.

(7 An authorisation granted to an unincorporated association
shall apply to the carrying on of investment business in the name
of the association and in such manner as may be specified in
the authorisation.

(8) The Secretary of State shall give an applicant for author-
isation written notice of the grant of authorisation specifying
the date on which it takes effect.

Withdrawal 28.—(1) The Secretary of State may at any time withdraw or
:tfld suspension suyspend any authorisation granted by him if it appears to him—

authorisation. (@) that the holder of the authorisation is not a fit and
proper person to carry on the investment business
which he is carrying on or proposing to carry on ; or
(b) without prejudice to paragraph (a) above, that the
holder of the authorisation has contravened any pro-
vision of this Act or any rules or regulations made
under it or, in purported compliance with any such
provision, has furnished the Secretary of State with
false, inaccurate or misleading information or has con-
travened any prohibition or requirement imposed under
this Act.

(2) For the purposes of subsection (1)(a) above the Secretary
of State may take into account any such matters as are men-
tioned in section 27 (3) and (4) above.

(3) Where the holder of the authorisation is a member of a
recognised self-regulating organisation the rules, prohibitions
and requirements referred to in paragraph (b) of subsection (1)
above include the rules of that organisation and any prohibition
or requirement imposed by virtue of those rules ; and where he
is a person certified by a recognised professional body the rules,
prohibitions and requirements referred to in that paragraph
include the rules of that body which regulate the carrying on by
him of investment business and any prohibition or requirement
imposed by virtue of those rules.

(4) The suspension of an authorisation shall be for a specified
period or until the occurrence of a specified event or until speci-
fied conditions are complied with; and while an authorisation
is suspended the holder shall not be an authorised person.

(5) Any period, event or conditions specified under subsection
(4) above in the case of an authorisation may be varied by the
Secretary of State on the application of the holder.
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29.—(1) Where the Secretary of State proposes—

19

(a) to refuse an application under section 26 or 28(5) above ; Cuaeter II

or
(b) to withdraw or suspend an authorisation,

he shall give the applicant or the authorised person written withdrawal or

notice of his intention to do so, stating the reasons for which suspension.

he proposes to act.

(2) In the case of a proposed withdrawal or suspension the
notice shall state the date on which it is proposed that the
withdrawal or suspension should take effect and, in the case
of a proposed suspension, its proposed duration.

(3) Where the reasons stated in a notice under this section
relate specifically to matters which—

(@) refer to a person identified in the notice other than the
applicant or the holder of the authorisation ; and

(b) are in the opinion of the Secretary of State prejudicial
to that person in any office or employment,

the Secretary of State shall, unless he considers it impracticable
to do so, serve a copy of the notice on that person.

(4) A notice under this section shall give particulars of the
right to require the case to be referred to the Tribunal under
Chapter IX of this Part of this Act.

(5) Where a case is not required to be referred to the Tribunal
by a person on whom a notice is served under this section the
Secretary of State shall, at the expiration of the period within
which such a requirement can be made—

(@) give that person written notice of the refusal, with-
drawal or suspension ; or

(b) give that person written notice of the grant of the
application or, as the case may be, written notice that
the authorisation is not to be withdrawn or suspended ;

and the Secretary of State may give public notice of any decision
notified by him under paragraph (a) or (b) above and the reasons
for the decision except that he shall not do so in the case of a
decision notified under paragraph (b) unless the person con-
cerned consents to his doing so.

30.—(1) An application under section 26 above may be with- Withdrawal of

drawn before it is granted or refused ; and, subject to subsections applications

(2) and (3) below, an authorisation granted under section 27

quest or with the consent of the authorised person.

(2) The Secretary of State may refuse to withdraw any such
authorisation if he considers that the public interest requires

: horisati
above may be withdrawn by the Secretary of State at the re- f..,“‘c;’;‘,?;:f’“‘
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ParrI  any matter affecting the authorised person to be investigated
Cuarrer III a8 a preliminary to a decision on the question whether the
Secretary of State should in respect of that person exercise his
powers under section 28 above or under any other provision of

this Part of this Act.

(3) The Secretary of State may also refuse to withdraw an
authorisation where in his opinion it is desirable that a pro-
hibition or restriction should be imposed on the authorised
person under Chapter VI of this Part of this Act or that a pro-
hibition or restriction imposed on that person under that Chapter
should continue in force.

(4) The Secretary of State may give public notice of any with-
drawal of authorisation under subsection (1) above.

Persons authorised in other member States

Authorisation  31.—(1) A person carrying on investment business in the
in other United Kingdom is an authorised person if—

member State.
(@) he is established in a member State other than the
United Kingdom ;
(b) the law of that State recognises him as a national of that
or another member State ; and

(c) he is for the time being authorised under that law to
carry on investment business or investment business of
any particular kind.

(2) For the purposes of this Act a person is established in a
member State other than the United Kingdom if his head office
is situated in that State and he does not transact investment busi-
ness from a permanent place of business maintained by him in
the United Kingdom.

(3) This section applies to a person only if the provisions
of the law under which he is authorised to carry on the invest-
ment business in question—

(a) afford to investors in the United Kingdom protection, in
relation to his carrying on of that business, which is at
least equivalent to that provided for them by the pro-
visions of this Chapter relating to members of recognised
self-regulating organisations or to persons authorised
by the Secretary of State ; or

(b) satisfy the conditions laid down by a Coinmunity instru-
ment for the co-ordination or approximation of the laws,
regulations or administrative provisions of member
States relating to the carrying on of investment business
or investment business of the relevant kind.

(4) A certificate issued by the Secretary of State and for the
time being in force to the effect that the provisions of the law
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of a member State comply with the requirements of subsection
(3Xa) above, ecither as respects all investment business or as
respects investment business of a particular kind, shall be con-
clusive evidence of that matter but the absence or revocation of
such a certificate shall not be regarded as indicating that those
requirements are not complied with.

(5) This section shall not apply to a person by virtue of para-
-graph (b) of subsection (3) above unless the authority by which
he is authorised to carry on the investment business in question
certifies that he is authorised to do so under a law which com-
plies with the requirements of that paragraph.

32.
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(1) A person who is an authorised person by virtue of Notice of

section 31 above shall be guilty of an offence unless, not less than commence-

seven days before beginning to carry on investment business in
the United Kingdom, he has given notice of his intention to
do so to the Secretary of State either in writing or in such
other manner as the Secretary of State may approve.

(2) The notice shall contain—

(a) information as to the investment business which that
person proposes to carry on in the United Kingdom and
the services which he will hold himself out as able to
provide in the carrying on of that business ;

(b) information as to the authorisation of that person in the
member State in question ;

(c) the address of a place (whether in the United Kingdom
or elsewhere) for the service on that person of any
notice or other document required or authorised to be
served on him under this Act ;

(d) such other information as may be prescribed ;
and the notice shall comply with such requirements as to the

form in which any information is to be given and as to its
verification as may be prescribed.

(3) A notice by a person claiming to be authorised by virtue
of subsection (3)(b) of section 31 above shall be accompanied
by a copy of the certificate required by subsection (5) of that
section.

(4) A person guilty of an offence under subsection (1) above
shall be liable—
(a) on conviction on indictment, to a fine ;
(b) on summary conviction, to a fine not exceeding the
statutory maximum.

(5) In proceedings brought against any person for an offence
under subsection (1) above it shall be a defence for him to prove

ment of
business.
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Partl  that he took all reasonable precautions and exercised all due
Cuarmer I diligence to avoid the commission of the offence.

Termination 33.—(1) If it appears to the Secretary of State that a person
?33 pension of who is an authorised person by virtue of section 31 above has
authorisatiop, contravened any provision of this Act or of any rules or regu-
lations made under it or, in purported compliance with any such
provision, has furnished the Secretary of State with false, in-
accurate or misleading information or has contravened any
prohibition or requirement imposed under this Act the Secretary

of State may direct—

(@) that he shall cease to be an authorised person by virtue
of that section ; or

(b) that he shall not be an authorised person by virtue of
that section for a specified period or until the occurrence
of a specified event or until specified conditions are
complied with.

(2) In the case of a person who is a member of a recognised
self-regulating organisation the rules, prohibitions and require-
ments referred to in subsection (1) above include the rules of
that organisation and any prohibition or requirement imposed
by virtue of those rules; and in the case of a person who is
certified by a recognised professional body the rules, prohibitions
and requirements referred to in that subsection include the rules
of that body which regulate the carrying on by him of invest-
ment business and any prohibition or requirement imposed by
virtue of those rules.

(3) Any period, event or condition specified in a direction
under subsection (1)(b) above may be varied by the Secretary
of State on the application of the person to whom the direction
relates.

(4) The Secretary of State shall consult the relevant supervisory
authority before giving a direction under this section unless he
considers it essential in the interests of investors that the direction
should be given forthwith but in that case he shall consult the
authority immediately after giving the direction and may then
revoke or vary it if he considers it appropriate to do so.

(5) The Secretary of State shall revoke a direction under this
section if he is satisfied, after consulting the relevant supervisory
authority, that it will secure that the person concerned will
comply with the provisions mentioned in subsection (1) above.

(6) In this section “ the relevant supervisory authority ” means
the authority of the member State where the person concerned is
established which is responsible for supervising the carrying on
of investment business of the kind which that person is or was
carrying on.
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34.—(1) Where the Secretary of State proposes—
(@) to give a direction under section 33 above ; or

section,
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(b) to refuse an application under subsection (3) of that Notice of

he shall give the authorised person written notice of his inten- or suspension.

tion to do so, stating the reasons for which he proposes to act.

(2) In the case of a proposed direction under section 33 above
the notice shall state the date on which it is proposed that the
direction should take effect and, in the case of a proposed direc-
tion under subsection (1)(b) of that section, its proposed duration.

(3) Where the reasons stated in a notice under this section
relate specifically to matters which—
(a) refer to a person identified in the notice other than the
authorised person ; and

(b) are in the opinion of the Secretary of State prejudicial
to that person in any office or employment,
the Secretary of State shall, unless he considers it impracticable
to do so, serve a copy of the notice on that other person.

(4) A notice under this section shall give particulars of the
right to require the case to be referred to the Tribunal under
Chapter IX of this Part of this Act.

(5) Where a case is not required to be referred to the Tribunal
by a person on whom a notice is served under this section the
Secretary of State shall, at the expiration of the period within
which such a requirement can be made—

(@) give that person written notice of the direction or refus-
al; or
(b) give that person written notice that the direction is not
to be given or, as the case may be, of the grant of the
application ;
and the Secretary of State may give public notice of any decision
notified by him under paragraph (a) or (b) above and the reasons
for the decision except that he shall not do so in the case of a
decision within paragraph (b) unless the person concerned con-
sents to his doing so.

CHAPTER IV
EXEMPTED PERSONS
The Bank of England
35. The Bank of England is an exempted person.

Recognised investment exchanges and clearing houses

36.—(1) A recognised investment exchange is an exempted Investment
person as respects anything done in its capacity as such which exchanges.

constitutes investment business.
B

The Bank of
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(2) In this Act references to the rules of an investment exchange
are references to the rules made or conditions imposed by it
with respect to the matters dealt with in Schedule 4 to this Act,
with respect to the admission of persons to or their exclusion from
the use of its facilities or otherwise relating to its constitution.

(3) In this Act references to guidance issued by an investment
exchange are references to guidance issued or any recommenda-
tion made by it to all or any class of its members or users or
persons seeking to become members of the exchange or to use
its facilities and which would, if it were a rule, fall within sub-
section (2) above.

37.—(1) Any body corporate or unincorporated association
may apply to the Secretary of State for an order declaring it to
be a recognised investment exchange for the purposes of this
Act.

(2) Subsections (2) to (5) of section 9 above shall have effect
in relation to an application under subsection (1) above as they
have effect in relation to an application under subsection (1) of
that section ; and every application under subsection (1) above
shall be accompanied by—

(a) a copy of the applicant’s rules ;

(b) a copy of any guidance issued by the applicant which is
intended to have continuing effect and is issued in
writing or other legible form ; and

(¢) particulars of any arrangements which the applicant has
made or proposes to make for the provision of clearing
services.

(3) The Secretary of State may, on an application duly made
in accordance with subsection (1) above and after being furnished
with all such information as he may require in connection with
the application, make or refuse to make an order (* a recognition
order ”) declaring the applicant to be a recognised investment
exchange for the purposes of this Act.

(4) Subject to Chapter XIV of this Part of this Act, the Secre-
tary of State may make a recognition order if it appears to him
from the information furnished by the exchange making the
application and having regard to any other information in his
possession that the requirements of Schedule 4 to this Act are
satisfied as respects that exchange.

(5) Where the Secretary of State refuses an application for a
recognition order he shall give the applicant a written notice
to that effect stating the reasons for the refusal.

(6) A recognition order shall state the date on which it takes
effect.
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(7) A recognition order may be revoked by a further order
made by the Secretary of State if at any time it appears to him—
(a) that any requirement of Schedule 4 to this Act is not
satisfied in the case of the exchange to which the
recognition order relates ; or

(b) that the exchange has failed to comply with any obli
gation to which it is subject by virtue of this Act;

and subsections (2) to (9) of section 11 above shall have effect
in relation to the revocation of a recognition order under this
subsection as they have effect in relation to the revocation of such
an order under subsection (1) of that section.

(8) Section 12 above shall have effect in relation to a recog-
nised investment exchange and the requirements and obligations
referred to in subsection (7) above as it has effect in relation
to the requirements and obligations there mentioned.
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38.—(1) A recognised clearing house is an exempted person Clearing
as respects anything done by it in its capacity as a person pro- houses.

viding clearing services for the transaction of investment busi-
ness.

(2) In this Act references to the rules of a clearing house
are references to the rules made or conditions imposed by it
with respect to the provision by it or its members of clearing
services under clearing arrangements, that is to say, arrange-
ments with a recognised investment exchange for the provision
of clearing services in respect of transactions effected on the
exchange.

(3) In this Act references to guidance issued by a clearing
house are references to guidance issued or any recommendation
made by it to all or any class of its members or persons using or
seeking to use its services and which would, if it were a rule, fall
within subsection (2) above.

39.

(1) Any body corporate or unincorporated association Grant and

may apply to the Secretary of State for an order declaring it to be revocation of

a recognised clearing house for the purposes of this Act.

(2) Subsections (2) to (5) of section 9 above shall have effect
in relation to an application under subsection (1) above as they
have effect in relation to an application under subsection (1)
of that section ; and any application under subsection (1) above
shall be accompanied by—

(@) a copy of the applicant’s rules ;

(b) a copy of any guidance issued by the applicant which
is intended to have continuing effect and is issued
in writing or other legible form ; and

B2

recognition,
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(c) particulars of any recognised investment exchange with
which the applicant proposes to make clearing arrange-
ments and of any other person (whether or not such an
exchange) for whom the applicant provides clearing
services.

(3) The Secretary of State may, on an application duly made
in accordance with subsection (1) above and after being furn-
ished with all such information as he may require in connection
with the application, make or refuse to make an order (“a
recognition order ”) declaring the applicant to be a recognised
clearing house for the purposes of this Act.

(4) Subject to Chapter XIV of this Part of this Act, the Secre-
tary of State may make a recognition order if it appears to him
from the information furnished by the clearing house making
the application and having regard to any other information in
his possession that the clearing house——

(@) has financial resources sufficient for the proper per-
formance of its functions;

(b) has adequate arrangements and resources for the effec-
tive monitoring and enforcement of compliance with
its rules or, as respects monitoring, arrangements pro-
viding for that function to be performed on behalf of
the clearing house (and without affecting its responsi-
bility) by another body or person who is able and will-
ing to perform it ;

(c) provides or is able to provide clearing services which
would enable a recognised investment exchange to
make arrangements with it that satisfy the require-
ments of Schedule 4 to this Act; and

(d) is able and willing to comply with duties corresponding
to those imposed in the case of a recognised investment
exchange by paragraph 5 of that Schedule.

(5) Where the Secretary of State refuses an application for
a recognition order he shall give the applicant a written notice
to that effect stating the reasons for the refusal.

(6) A recognition order shall state the date on which it takes
effect.

(D A recognition order may be revoked by a further order
made by the Secretary of State if at any time it appears to him—

(a) that any requirement of subsection (4) above is not satis-
fied in the case of the clearing house ; or

(b) that the clearing house has failed to comply with any
obligation to which it is subject by virtue of this Act;
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and subsections (2) to (9) of section 11 above shall have effect in
relation to the revocation of a recognition order under this sub-
section as they have effect in relation to the revocation of such
an order under subsection (1) of that section.

(8) Section 12 above shall have effect in relation to a recog-
nised clearing house and the requirements and obligations re-
ferred to in subsection (7) above as it has effect in relation to the
requirements and obligations there mentioned.

40.
by a body or association whose head office is situated in a
country outside the United Kingdom shall contain the address
of a place in the United Kingdom for the service on that body
or association of notices or other documents required or
authorised to be served on it under this Act.

(2) In relation to any such body or association sections 37(4)
and 39(4) above shall have effect with the substitution for the
requirements there mentioned of the following requirements,
that is to say—

(a) that the body or association is, in the country in which
its head office is situated, subject to supervision which,
together with the rules and practices of that body or
association, is such that investors in the United King-
dom are afforded protection in relation to that body
or association at least equivalent to that provided by
the provisions of this Act in relation to investment
exchanges and clearing houses in respect of which
recognition orders are made otherwise than by virtue
of this subsection ; and

(b) that the body or association is able and willing to co-
operate, by the sharing of information and otherwise,
with the authorities, bodies and persons responsible in

the United Kingdom for the supervision and regula-

tion of investment business or other financial services ;
and

(c) that adequate arrangements exist for such co-operation
between those responsible for the supervision of the
body or association in the country mentioned in
paragraph (@) above and the authorities, bodies and
persons mentioned in paragraph (b) above.

(3) In determining whether to make a recognition order by
virtue of subsection (2) above the Secretary of State may have
regard to the extent to which persons in the United Kingdom and
persons in the country mentioned in that subsection have access
to the financial markets in each others’ countries.

B3
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(1) Any application under section 37(1) or 39(1) above Overseas
mvestment
exchanges and
clearing
houses.
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(4) In relation to a body or association declared to be a

CuarTer IV recognised investment exchange or recognised clearing house by

Notification
requirements.

a recognition order made by virtue of subsection (2) above—-

(a) the reference in section 36(2) above to the matters dealt
with in Schedule 4 to this Act shall be construed as a
reference to corresponding matters ;

(b) sections 37(7) and (8) and 39(7) and (8) above shall have
effect as if the requirements mentioned in section
37(D(a) and in section 39(7)(a) were those of subsection
(2)(a) and (b) above ; and

(¢) the grounds on which the order may be revoked under
section 37(7) or 39(7) above shall include the ground
that it appears to the Secretary of State that revoca-
tion is desirable in the interests of investors and
potential investors in the United Kingdom.

13

(5) In this section “ country” includes any territory or any
part of a country or territory.

(6) A body or association declared to be a recognised invest-
ment exchangz or recognised clearing house by a recognition
order made by virtue of subsection (2) above is in this Act
referred to as an “ overseas investment exchange ” or an * over-
seas clearing house .

41.—(1) The Secretary of State may make regulations requir-
ing a recognised investment exchange or recognised clearing
house to give him forthwith notice of the occurrence of such
events relating to the exchange or clearing house as are speci-
fied in the regulations and such information in respect of those
events as is so specified.

(2) The Secretary of State may make regulations requiring a
recognised investment exchange or recognised clearing house to
furnish him at such times or in respect of such periods as are
specified in the regulations with such information relating to the
exchange or clearing house as is so specified.

(3) The notices and information required to be given or fur-
nished under the foregoing provisions of this section shall be
such as the Secretary of State may reasonably require for the
exercise of his functions under this Act.

(4) Regulations under the foregoing provisions of this section
may require information to be given in a specified form and to
be verified in a specified manner.

(5) Where a recognised investment exchange—

(@) amends, revokes or adds to its rules or guidance ; or
(b) makes, terminates or varies any clearing arrangements,
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it shall within seven days give written notice to the Secretary of
State of the amendment, revocation or addition or, as the case
may be, of the matters mentioned in paragraph (b) above.

(6) Where a recognised clearing house—
(@) amends, revokes or adds to its rules or guidance ; or

(b) makes a change in the persons for whom it provides
clearing services,

it shall within seven days give written notice to the Secretary of
State of the amendment, revocation or addition or, as the case
may be, of the change.

(7) Notice need not be given under subsection (5) or (6) above
of the revocation of guidance other than such as is mentioned
in section 37(2)(b) or 39(2)(b) above or of any amendment of
or addition to guidance which does not result in or consist of
such guidance as is there mentioned.

Other exemptions
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42. The Society of Lloyd’s and persons permitted by the Lloyd’s

Council of Lloyd’s to act as underwriting agents at Lloyd’s are
exempted persons as respects investment business carried on in

connection with or for the purpose of insurance business at
Lloyd’s.

43.—(1) A person for the time being included in a list main- Listed money
tained by the Bank of England for the purposes of this section market
(“ a listed institution ”) is an exempted person in respect of, and institutions.

of anything done for the purposes of, any transaction to which
Part I or Part II of Schedule 5 to this Act applies and in respect
of any arrangements made by him with a view to other persons
entering into a transaction to which Part III of that Schedule
applies.

(2) The conditions imposed by the Bank of England for
admission to the list referred to in this section and the arrange-
ments made by it for a person’s admission to and removal from
the list shall require the approval of the Treasury; and this
section shall cease to have effect if that approval is withdrawn
but without prejudice to its again having effect if approval is
given for fresh conditions or arrangements.

(3) The Bank of England shall publish the list as for the time
being in force and provide a certified copy of it at the request of
any person wishing to refer to it in legal proceedings.

(4) Such a certified copy shall be evidence or, in Scotland,
sufficient evidence of the contents of the list; and a copy pur-
porting to be certified by or on behalf of the Bank shall be

deemed to have been duly certified unless the contrary is shown.

B4
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44.—(1) An appointed representative is an exempted person
as respects investment business carried on by him as such a
representative.

(2) For the purposes of this Act an appointed representative
is a person—

(a) who is employed by an authorised person (his * princi-
pal ™) under a contract for services which—
(i) requires or permits him to carry on investment
business to which this section applies ; and
gi) complies with subsections (4) and (5) below ;
an

(b) for whose activities in carrying on the whole or part of
that investment business his principal has accepted
responsibility in writing ;

and the investment business carried on by an appointed repre-
sentative as such is the investment business for which his
principal has accepted responsibility.

(3) This section applies to investment business carried on by
an appointed representative which consists of—

(a) procuring or endeavouring to procure the persons with
whom he deals to enter into investment agreements
with his principal or (if not prohibited by his con-
tract) with other persons ;

(b) giving advice to the persons with whom he deals about
entering into investment agreements with his principal
or (if not prohibited by his contract) with other
persons ; or

(o) giving advice as to the sale of investments issued by his
principal or as to the exercise of rights conferred by
an investment whether or not issued as aforesaid.

(4) If the contract between an appointed representative and
his principal does not prohibit the representative from procuring
or endeavouring to procure persons to enter into investment
agreements with persons other than his principal it must make
provision for enabling the principal either to impose such a
prohibition or to restrict the kinds of investment to which those
agreements may relate or the other persons with whom they
may be entered into.

(5) If the contract between an appointed representative and
his principal does not prohibit the representative from giving
advice about entering into investment agreements with persons
other than his principal it must make provision for enabling the
principal either to impose such a prohibition or to restrict the
kinds of advice which the representative may give by reference
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to the kinds of investment in relation to which or the persons
with whom the representative may advise that investment agree-
ments should be made.

(6) The principal of an appointed representative shall be res-
ponsible, to the same extent as if he had expressly authorised it,
for anything said or done or omitted by the representative in
carrying on the investment business for which he has accepted
responsibility.

(7) In determmmg whether an authorised person has com-
plied with—

(a) any provision contained in or made under this Act; or
(b) any rules of a recognised self-regulating organisation or
recognised professional body,

anything which a person who at the material time is or was an
appointed representative of the authorised person has said, done
or omitted as respects investment business for which the author-
ised person has accepted responsibility shall be treated as having
been said, done or omitted by the zuthorised person.

(8) Nothing in subsection (7) above shall cause the knowledge
or intentions of an appointed representative to be attributed to
his principal for the purpose of determining whether the prin-
cipal has committed a criminal offence unless in all the circum-
stances it is reasonable for them to be attributed to him.

(9) In this Act “investment agreement” means any agree-
ment the making or performance of which by either party con-
stitutes an activity which falls within any paragraph of Part II of
Schedule 1 to this Act or would do so apart from Parts III and
IV of that Schedule.
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to the extent specified in relation to that person—

(@) the President of the Family Division of the High Court
when acting in the exercise of his functions under sec-
tion 9 of the Administration of Estates Act 1925 ;

(b) the Probate J udge of the High Court of Northern Ireland
when acting in the exercise of his functions under sec-

exempuons

1925 c. 23.

tion 3 of the Administration of Estates Act (Northern (II?JSIS)C 24

Ireland) 1955 ;

() the Accountant General of the Supreme Court when
acting in the exercise of his functions under Part VI of
the Administration of Justice Act 1982 ;

(d) the Accountant of Court when acting in the exercise of
his functions in connection with the consignation or
deposit of sums of money ;

1982 c. 53.
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(e) the Public Trustee when acting in the exercise of his
functions under the Public Trustee Act 1906 ;

(f) the Master of the Court of Protection when acting in
the exercise of his functions under Part VII of the
Mental Health Act 1983 ;

(®) the Official Solicitor to the Supreme Court when acting
as judicial trustee under the Judicial Trustees Act
1896 ;

(h) a registrar of a county court when managing funds paid
into court ;

() a sheriff clerk when acting in the exercise of his func-
tions in connection with the consignation or deposit of
sums of money ;

() a person acting in his capacity as manager of a fund
established under section 22 of the Charities Act 1960,
section 25 of the Charities Act (Northern Ireland)
1964, section 11 of the Trustee Investments Act 1961
or section 42 of the Administration of Justice Act
1982 ;

(k) the Central Board of Finance of the Church of England
or a Diocesan Authority within the meaning of the
Church Funds Investment Measure 1958 when acting
in the exercise of its functions under that Measure ;

() a person acting in his capacity as an official receiver
within the meaning of section 399 of the Insolvency
Act 1986 or in that capacity within the meaning of
any corresponding provision in force in Northern Ire-
land.

(2) Where a bankruptcy order is made in respect of an
authorised person or of a person whose authorisation is suspen-
ded under section 28 above or who is the subject of a direction
under section 33(1)(b) above or a winding-up order is made in
respect of a partnership which is such a person, the trustee in
bankruptcy or liquidator acting in his capacity as such is an
exempted person but—

(a) sections 48 to 71 below and, so far as relevant to any of
those provisions, Chapter IX of this Part of this Act;
and

(b) sections 104, 105 and 106 below,

shall apply to him to the same extent as they applied to the
bankrupt or partnership and, if the bankrupt or partnership was
subject to the rules of a recognised self-regulating organisation or
recognised professional body, he shall himself also be subject to
those rules.

(3) In the application of subsection (2) above to Scotland—
(@) for the reference to a bankruptcy order being made in
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_ respect of a person there shall be substituted a reference
to the estate of that person being sequestrated ;

(b) the reference to a winding-up order in respect of a part-
nership is a reference to such an order made under
section 72 below ;

(c) for the reference to the trustee in bankruptcy there shall
be substituted a reference to the interim trustee or per-
manent trustee within the meaning of the Bankruptcy
(Scotland) Act 1985 ; and

(d) for the references to the bankrupt there shall be sub-
stituted references to the debtor.

(4) In the application of subsection (2) above to Northern
Ireland for the reference to a bankruptcy order there shall be
substituted a reference to an order of adjudication of bank-
ruptcy and the reference to a trustee in bankruptcy shall include
a reference to an assignee in bankruptcy.

Supplemental
46.—(1) The Secretary of State may by order provide—
(a) for exemptions additional to those specified in the fore-
going provisions of this Chapter ; or
(b) for removing or restricting any exemption conferred by
section 42, 43 or 45 above ;

and any such order may contain such transitional provisions as
the Secretary of State thinks necessary or expedient.

(2) An order making such provision as is mentioned in para-
graph (a) of subsection (1) above shall be subject to annulment
in pursuance of a resolution of either House of Parliament ; and
no order making such provision as is mentioned in paragraph
(b) of that subsection shall be made unless a draft of it has been
laid before and approved by a resolution of each House of
Parliament.

CHAPTER V

CoNDUCT OF INVESTMENT BUSINESS
47.—(1) Any person who—
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Power to
extend or
restrict
exemptions.

Misleading
statements

(@) makes a statement, promise or forecast which he knows gn4 practices.

to be misleading, false or deceptive or dishonestly
conceals any material facts ; or
(b) recklessly makes (dishonestly or otherwise) a statement,
promise or forecast which is misleading, false or de-
ceptive,
is guilty of an offence if he makes the statement, promise or
forecast or conceals the facts for the purpose of inducing, or is
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reckless as to whether it may induce, another person (whether
or not the person to whom the statement, promise or forecast
is made or from whom the facts are concealed) to enter or offer
to enter into, or to refrain from entering or offering to enter into,
an investment agreement or to exercise, or refrain from exercis-
ing, any rights conferred by an investment.

(2) Any person who does any act or engages in any course
of conduct which creates a false or misleading impression as
to the market in or the price or value of any investments is
guilty of an offence if he does so for the purpose of creating
that impression and of thereby inducing another person to ac-
quire, dispose of, subscribe for or underwrite those investments
or to refrain from doing so or to exercise, or refrain from ex-
ercising, any rights conferred by those investments.

(3) In proceedings brought against any person for an offence
under subsection (2) above it shall be a defence for him to prove
that he reasonably believed that his act or conduct would not
create an impression that was false or misleading as to the
matters mentioned in that subsection.

(4) Subsection (1) above does not apply unless—

(@) the statement, promise or forecast is made in or from,
or the facts are concealed in or from, the United King-
dom ;

(b) the person on whom the inducement is intended to or
may have effect is in the United Kingdom ; or

(c) the agreement is or would be entered into or the rights
are or would be exercised in the United Kingdom.

(5) Subsection (2) above does not apply unless—

(@) the act is done or the course of conduct is engaged in in
the United Kingdom ; or
(b) the false or misleading impression is created there.

(6) A person guilty of an offence under this section shall be
liable—
(@) on conviction on indictment, to imprisonment for a term
not exceeding seven years or to a fine or to both ;

(b) on summary conviction, to imprisonment for a term
not exceeding six months or to a fine not exceeding the
statutory maximum or to both.

48.—(1) The Secretary of State may make rules regulating
the conduct of investment business by authorised persons but
those rules shall not apply to members of a recognised self-
regulating organisation or persons certified by a recognised pro-
fessional body in respect of investment business in the carrying
ggd of which they are subject to the rules of the organisation or

y.
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(2) Rules under this section may in particular make pro-
vision—
(a) prohibiting a person from carrying on, or holding him-
self out as carrying on—

() investment business of any kind specified in the

rules ; or
(ii) investment business of a kind or on a scale
other than that notified by him to the Secretary of
State in connection with an application for authori-
sation under Chapter III of this Part of this Act,
in a notice under section 32 above or in accordance
with any provision of the rules or regulations in that

behalf ;

(b) prohibiting a person from carrying on investment busi-
ness in relation to persons other than those of a speci-
fied class or description ;

(c) regulating the manner in which a person may hold
himself out as carrying on investment business ;

(d) regulating the manner in which a person makes a mar-
ket in any investments ;

(e) as to the form and content of advertisements in respect
of investment business ;

() requiring the principals of appointed representatives to
impose restrictions on the investment business carried
on by them ;

(®) requiring the disclosure of the amount or value, or of
arrangements for the payment or provision, of com-
missions or other inducements in connection with in-
vestment business and restricting the matters by
reference to which or the manner in which their amount
or value may be determined ;

(h) enabling or requiring information obtained by an
authorised person in the course of carrying on one part
of his business to be withheld by him from persons with
whom he deals in the course of carrying on another
part and for that purpose enabling or requiring persons
employed in one part of that business to withhold in-
formation from those employed in another part ;

(i) as to the circumstances and manner in which and the
time when or the period during which action may be
taken for the purpose of stabilising the price of invest-
ments of any specified description ;

() for arrangements for the settlement of disputes ;

(k) requiring the keeping of accounts and other records, as
to their form and content and for their inspection ;

&
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()) requiring a person to whom the rules apply to make
provision for the protection of investors in the event
of the cessation of his investment business in conse-
quence of his death, incapacity or otherwise.

(3) Subsection (2) above is without prejudice to the generality
of subsection (1) above and accordingly rules under this section
may make provision for matters other than those mentioned
in subsection (2) or further provision as to any of the matters
there mentioned except that they shall not impose limits on the
amount or value of commissions or other inducements paid or
provided in connection with investment business.

(4> Rules under this section may also regulate or prohibit
the carrying on in connection with investment business of any
other business or the carrying on of any other business which
is held out as being for the purposes of investment.

(5) In paragraph (e) of subsection (2) above ‘ advertisement ”
does not include any advertisement which is subject to section
154 below or which is required or permitted to be published
by listing rules under Part 1V of this Act and relates to
securities which have been admitted to listing under that Part ;
and rules under that paragraph shall have effect subject to the
provisions of Part V of this Act.

(6) Nothing done in conformity with rules made under para-
graph (k) of subsection (2) above shall be regarded as a contra-
vention of section 47 above.

(7) Section 47(2) above shall not be regarded as contravened
by anything done for the purpose of stabilising the price of in-
vestments if it is done in conformity with rules made under this
section and—

(a) in respect of investments which fall within any of para-
graphs 1 to 5 of Schedule 1 to this Act and are speci-
fied by the rules; and

(b) during such period before or after the issue of those
investments as is specified by the rules.

(8) The Secretary of State may by order amend subsection
(7) above—

(a) by restricting or extending the kinds of investment to
which it applies ;

(b) by restricting it so as to apply only in relation to the
issue of investments in specitied circumstances or by
extending it, in respect of investments of any kind
specified in the order, so as to apply to things done dur-
ing a specified period before or after events other than
the issue of those investments.
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(9) No order shall be made under subsection (8) above unless
a draft of it has been laid before and approved by a resolution
of each House of Parliament.

(10) Rules under this section may contain such incidental and
transitional provisions as the Secretary of State thinks necessary
or expedient.

49.

37

PART I
CHAPTER V

(1) The Secretary of State may make rules requiring Financial

persons authorised to carry on investment business by virtue of resources rules.

section 25 or 31 above to have and maintain in respect of that
business such financial resources as are required by the rules.

(2) Withouu prejudice to the generality of subsection (1) above,
rules under this section may—

(a) impose requirements which are absolute or which are
to vary from time to time by reference to such factors
as are specified in or determined in accordance with
the rules;

(b) impose requirements which take account of any busi-
ness (whether or not investment business) carried on
by the person concerned in conjunction with or in
addition to the business mentioned in subsection (1)
above ;

(c) make provision as to the assets, liabilities and other
matters to be taken into account in determining a
person’s financial resources for the purposes of the
rules and the extent to which and the manner in which
they are to be taken into account for that purpose.

50.—(1) The Secretary of State may, on the application of any Modification
person to whom any rules made under section 48 or 49 above of conduct of

apply, alter the requirements of the rules so as to adapt them
to the circumstances of that person or to any particular kind
of business carried on or to be carried on by him.

(2) The Secretary of State shall not exercise the powers con-
ferred by subsection (1) above in any case unless it appears to
him that—

(a) compliance with the requirements in question would be
unduly burdensome for the applicant having regard to
the beneéit which compliance would confer on inves-
tors ; an

(b) the exercise of those powers will not result in any undue
risk to investors.

(3) The powers conferred by subsection (1) above may be
exercised unconditionally or subject to conditions.

business and
financial
resources rules
for particular
cases.
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51.—(1) The Secretary of State may make rules for enabling
a person who has entered or offered to enter into an investment
agreement with an authorised person to rescind the agreement
or withdraw the offer within such period and in such manner
as may be prescribed.

(2) Without prejudice to the generality of subsection (1) above,
rules under this section may make provision—

(@) for requiring the service of notices with respect to the
rights exercisable under the rules ;

(b) for the restitution of property and the making or recovery
of payments where those rights are exercised ; and

(c) for such other incidental matters as the Secretary of
State thinks necessary or expedient.

52.—(1) The Secretary of State may make regulations requir-
ing authorised persons to give him forthwith notice of the
occurrence of such events as are specified in the regulations and
such information in respect of those events as is so specified.

(2) The Secretary of State may make regulations requiring
authorised persons to furnish him at such times or in respect of
such periods as are specified in the regulations with such infor-
mation as is so specified.

(3) Regulations under this section shall not apply to a member
of a recognised self-regulating organisation or a person certified
by a recognised professional body unless he carries on invest-
ment business in the carrying on of which he is subject to any
of the rules made under section 48 above.

(4) Without prejudice to the generality of subsections (1) and
(2) above, regulations under this section may relate to---

(a) the nature of the investment business being carried on ;

(b) the nature of any other business carried on with or for
the purposes of the investment business ;

(c) any proposal of an authorised person to alter the nature
or extent of any business carried on by him ;

(d) any person becoming or ceasing to be a person of the
kind to whom regard could be had by the Secretary
of State under subsection (3) of section 27 above in
deciding an application for authorisation under that
section ;

(e) the financial position of an authorised person as respects
his investment business or any other business carried
on by him ;

() any property managed, and any property or money held,

' by an authorised person on behalf of other persons.
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(5) Regulations under this section may require information
to be given in a specified form and to be verified in a specified
manner.

(6) Any notice or information required to be given or furnished
under this section shall be given in writing or in such other
manner as the Secretary of State may approve.
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53.—(1) The Secretary of State may make rules concerning Indemnity
indemnity against any claim in respect of any description of rules.

civil liability incurred by an authorised person in connection
with his investment business.

(2) Rules under this section shall not apply to a member of
a recognised self-regulating organisation or a person certified by
a recognised professional body in respect of investment business
in the carrying on of which he is subject to the rules of the
organisation or body unless that organisation or body has
requested that rules under this section should apply to him;
and any such request shall not be capable of being withdrawn
after rules giving effect to it have been made but without pre-
judice to the power of the Secretary of State to revoke the rules
if he thinks fit.

(3) For the purpose of providing indemnity the rules—

(@ may authorise the Secretary of State to establish and
maintain a fund or funds;

(b) may authorise the Secretary of State to take out and
maintain insurance with insurers authorised to carry
on insurance business under the law of the United
Kingdom or any other member State ;

(c) may require any person to whom the rules apply to take
out and maintain insurance with any such insurer.

(4) Without prejudice to the generality of the foregoing pro-
visions, the rules may—

(a) specify the terms and conditions on which, and the ex-
tent to which, indemnity is to be available and any
circumstances in which the right to it is to be excluded
or modified ;

(b) provide for the management, administration and protec-
tion of any fund maintained by virtue of subsection
(3)(@) above and require persons to whom the rules
apply to make payments to any such fund ;

(c) require persons to whom the rules apply to make pay-
ments by way of premium on any insurance policy
maintained by the Secretary of State by virtue of sub-
section (3)(b) above ;
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PART I (d) prescribe the conditions which an insurance policy must
CHAPTER V satisfy for the purposes of subsection (3)(c) above ;

(e) authorise the Secretary of State to determine the amount
which the rules require to be paid to him or an in-
surer, subject to such limits or in accordance with such
provisions as may be prescribed by the rules ;

(N specify circumstances in which, where sums are paid by
the Secretary of State or an insurer in satisfaction of
claims against a person subject to the rules, proceedings
may be taken against that person by the Secretary of
State or the insurer ;

(8 specify circumstances in which persons are exempt from
the rules ;

(h) empower the Secretary of State to take such steps as he
considers necessary or expedient to ascertain whether
or not the rules are being complied with ; and

() contain incidental or supplementary provisions.

Compensation ~ 54.—(1) The Secretary of State may by rules establish a

fund. scheme for compensating investors in cases where persons
who are or have been authorised persons are unable, or likely
to be unable, to satisfy claims in respect of any description of
civil liability incurred by them in connection with their invest-
ment businesses.

(2) Without prejudice to the generality of subsection (1) above,
rules under this section may—

(a) provide for the administration of the scheme and, sub-
ject to the rules, the determination and regulation of
any matter relating to its operation by a body appear-
ing to the Secretary of State to be representative of,
or of any class of, authorised persons ;

(b) establish a fund out of which compensation is to be
paid ;

(c) provide for the levying of contributions from, or from
any class of, authorised persons and otherwise for
financing the scheme and for the payment of contri-
butions and other money into the fund ;

(d) specify the terms and conditions on which, and the
extent to which, compensation is to be payable and
any circumstances in which the right to compensation
is to be excluded or modified ;

(e) provide for treating compensation payable under the
scheme in respect of a claim against any person as
extinguishing or reducing the liabiilty of that person in
respect of the claim and for conferring on the body
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administering the scheme a right of recovery against
that person, being, in the event of his insolvency, a
right not exceeding such right, if any, as the claimant
would have had in that event ; and

() contain incidental and supplementary provisions.

(3) A scheme under this section shall not be made so as to
apply to persons who are members of a recognised self-regula-
ting organisation except after consultation with that organisation
or, except at the request of a recognised professional body, to
persons who are certified by it and subject to its rules in carrying
on all the investment business carried on by them; and no
scheme applying to such persons shall be made unless the Secre-
tary of State is satisfied that the rules establishing it make
sufficient provision—

(@) for th2 administration of the scheme by a body on which
the interests of those persons are adequately repre-
sented ; and

(b) for securing that the amounts which they are liable to
contribute reflect, so far as practicable, the amount of
the claims made or likely to be made in respect of
those persons.

(4) Where a scheme applies to such persons as are mentioned
in subsection (3) above the rules under this section may—

(a) constitute the recognised self-regulating organisation or
recognised professional body in question as the body
administering the scheme in relation to those persons ;

(b) provide for the levying of contributions from that
organisation or body instead of from those persons ;
and

(c) establish a separate fund for the contributions and
compensation payable in respect of those persons, with
or without provision for payments and repayments in
specified circumstances between that and any other
fund established by the scheme.

(5) A request by a recognised professional body under sub-
section (3) above shall not be capable of being withdrawn after
rules giving effect to it have been made but without prejudice
to the power of the Secretary of State to revoke the rules if he
thinks fit.

(6) Rules may be made—

(a) for England and Wales, under sections 411 and 412 of
the Insolvency Act 1986 ;

(b) for Scotland—
(i) under the said section 411 ; and
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(i) in relation to the application of this section
where the persons who are or have been authorised
persons are persons whose estates may be seques-
trated under the Bankruptcy (Scotland) Act 1985, by
the Secretary of State under this section; and

(¢) for Northern Ireland, under Article 613 of the Com-

panies (Northern Ireland) Order 1986 and section 65
of the Judicature (Northern Ireland) Act 1978,

for the purpose of integrating any procedure for which provision
is made by virtue of subsection (2)(e) above into the general pro-
cedure on a winding-up, bankruptcy or sequestration.

55.—(1) The Secretary of State may make regulations with res-

pect to money (in this section referred to as “ clients’ money *)
which authorised persons, or authorised persons of any des-
cription, hold in such circumstances as are specified in the
regulations.

(2) Without prejudice to the generality of subsection (1) above,

regulations under this section may—

(a) provide that clients’ money held by an authorised person

is held on trust ;

(b) require clients’ money to be paid into an account the

title of which contains the word “ client ” and which is
with an institution of a kind specified in the regula-
tions or, in the case of a member of a recognised self-
regulating organisation or a person certified by a recog-
nised professional body, by the rules of that organisa-
tion or body ;

(c) make provision with respect to the opening and keeping

of clients’ accounts, including provision as to the cir-
cumstances in which money other than clients’ money
may be paid into such accounts and the circumstances
in which and the persons to whom money held in such
accounts may be paid out ;

(d) require the keeping of accounts and records in respect

of clients’ money ;

(e) require any such accounts to be examined by an account-

ant having such qualifications as are specified in the
regulations and require the accountant to report to the
Secretary of State, or in the case of a member of a
recognised self-regulating organisation or a person cer-
tified by a recognised professional body, to that organi-
sation or body, whether in his opinion the provisions
of the regulations have been complied with and on
such other matters as may be specified in the regula-
tions ;
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(p authorise the retention, to such extent and in such cases
as may be specified in regulations, of so much of
clients’ money as represents interest.

(3) Where an authorised person is required to have an audi-
tor, whether by virtue of any provision contained in or made
under any enactment (including this Act) or of the rules of any
such organisation or body as is mentioned in paragraph (b) of
subsection (2) above, the regulations may require the examina-
tion and report referred to in paragraph (e) of that subsection to
be carried out and made by that auditor.

(4) An institution with which an account is kept in pursuance
of regulations made under this section does not incur any lia-
bility as constructive trustee where money is wrongfully paid
from the account unless the institution permits the payment with
knowledge that it is wrongful or having deliberately failed to
make enquiries in circumstances in which a reasonable and
honest person would have done so.

(5) In the application of this section to Scotland for the refer-
ence to money being held on trust there shall be substituted a
reference to its being held as agent for the person who is entitled
to call for it to be paid over to him or to be paid on his
direction or to have it otherwise credited to him.

56.
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(1) Except so far as permitted by regulations made by Unsolicited

the Secretary of State, no person shall in the course of or in calls

consequence of an unsolicited call—
(@) made on a person in the United Kingdom ; or

(b) made from the United Kingdom on a person elsewhere,

by way of business enter into an investment agreement with the
person on whom the call is made or procure or endeavour to
procure that person to enter into such an agreement.

(2) A person shall not be guilty of an offence by reason only
?f ct:)ontravening subsection (1) above, but subject to subsection
4) below—

(@) any investment agreement which is entered into in the
course of or in consequence of the unsolicited call
shall not be enforceable against the person on whom
the call was made ; and

(b) that person shall be entitled to recover any money or
other property paid or transferred by him under the
agreement, together with compensation for any loss
sustained by him as a result of having parted with it.
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(3) The compensation recoverable under subsection (2) above
shall be such as the parties may agree or as a court may, on the
application of either party, determine.

4) A court may allow an agreement to which subsection (2)
above applies to be enforced or money and property paid or
transferred under it to be retained if it is satisfied—

(a) that the person on whom the call was made was not
influenced, or not influenced to any material extent,
by anything said or done in the course of or in con-
sequence of the call ;

(b) without prejudice to paragraph (a) above, that the person
on whom the call was made entered into the agree-
ment—

() following discussions between the parties of
such a nature and over such a period that his enter-
ing into the agreement can fairly be regarded as a
consequence of those discussions rather than the
call ; and

(i) was aware of the nature of the agreement and
any risks involved in entering into it ; or

(c) that the call was not made by—

(i) the person seeking to enforce the agreement or
to retain the money or property or a person acting
on his behalf or an appointed representative whose
principal he was ; or

(ii) a person who has received or is to receive, or
in the case of an appointed representative whose prin-
cipal has received or is to receive, any commission
or other inducement in respect of the agreement
from a person mentioned in sub-paragraph (i) above.

(5) Where a person elects not to perform an agreement which
by virtue of this section is unenforceable against him or by
virtue of this section recovers money paid or other property
transferred by him under an agreement he shall repay any
money and return any other property received by him under the
agreement.

(6) Where any property transferred under an agreement to
which this section applies has passed to a third party the refer-
ences to that property in this section shall be construed as refer-
ences to its value at the time of its transfer under the agree-
ment.

() In the application of this section to anything done by a
member of a recognised self-regulating organisation or a person
certified by a recognised professional body in carrying on invest-
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ment business in the carrying on of which he is subject to the
rules of the organisation or body the reference in subsection (1)
above to regulations made by the Secretary of State shall be
construed as references to the rules of the organisation or body.

(8) In this section “ unsolicited call ” means a personal visit
or oral communication made without express invitation.

57.—(1) Subject to section 58 below, no person other than an
authorised person shall issue or cause to be issued an investment
advertisement in the United Kingdom unless its contents have
been approved by an authorised person.

(2) In this Act “ an investment advertisement > means any ad-
vertisement inviting persons to enter or offer to enter into an
investment agreement or to exercise any rights conferred by an
investment to acquire, dispose of, underwrite or convert an
investment or containing information calculated to lead directly
or indirectly to persons doing so.

(3) Subject to subsection (4) below, any person who contra-
venes this section shall be guilty of an offence and liable—

(@ on conviction on indictment, to imprisonment for a
term not exceeding two years or to a fine or to both ;

(b) on summary conviction, to imprisonment for a term
not exceeding six months or to a fine not exceeding
the statutory maximum or to both.

(4) A person who in the ordinary course of a business other
than investment business issues an advertisement to the order of
another person shall not be guilty of an offence under this
section if he proves that he believed on reasonable grounds that
the person to whose order the advertisement was issued was an
authorised person, that the contents of the advertisement were
approved by an authorised person or that the advertisement was
permitted by or under section 58 below.

(5) If in contravention of this section a person issues or
causes to be issued an advertisement inviting persons to enter
or offer to enter into an investment agreement or containing
information calculated to lead directly or indirectly to persons
doing so, then, subject to subsection (8) below—

(@) he shall not be entitled to enforce any agreement to
which the advertisement related and which was entered
into after the issue of the advertisement ; and

(b) the other party shall be entitled to recover any money
or other property paid or transferred by him under the
agreement, together with compensation for any loss
sustained by him as a result of having parted with it.
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(6) If in contravention of this section a person issues or causes
to be issued an advertisement inviting persons to exercise any
rights conferred by an investment or containing information
calculated to lead directly or indirectly to persons doing so, then,
subject to subsection (8) below—

(a) he shall not be entitled to enforce any obligation to which
a person is subject as a result of any exercise by him
after the issue of the advertisement of any rights to
which the advertisement related ; and

(b) that person shall be entitled to recover any money or
other property paid or transferred by him under any
such obligation, together with compensation for any
loss sustained by him as a result of having parted with
it.

(7) The compensation recoverable under subsection (5) or
(6) above shall be such as the parties may agree or as a court
may, on the application of either party, determine.

(8) A court may allow any such agreement or obligation as is
mentioned in subsection (5) or (6) above to be enforced or money
or property paid or transferred under it to be retained if it is
satisfied—

(a) that the person against whom enforcement is sought or
who is seeking to recover the money -or property was
not influenced, or not influenced to any material extent,
by the advertisement in making his decision to enter
into the agreement or as to the exercise of the rights in
question ; or

(b) that the advertisement was not misleading as to the
nature of the investment, the terms of the agreement or,
as the case may be, the consequences of exercising the
rights in question and fairly stated any risks involved
in those matters.

(9) Where a person elects not to perform an agreement or
an obligation which by virtue of subsection (5) or (6) above is
unenforceable against him or by virtue of either of those sub-
sections recovers money paid or other property transferred by
him under an agreement or obligation he shall repay any money
and return any other property received by him under the agree-
ment or, as the case may be, as a result of exercising the rights
in question.

(10) Where any property transferred under an agreement or
obligation to which subsection (5) or (6) above applies has passed
to a third party the references to that property in this section
shall be construed as references to its value at the time of its
transfer under the agreement or obligation.
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58.—(1) Section 57 above does not apply to— Part I
(a) any advertisement issued or caused to be issued by, and CHAPTFR V
relating only to investments issued by— E’(‘;ﬁp!lons

(i) the government of the United Kingdom, of restrictions on
Northern Ireland or of any country or territory out- advertising.
side the United Kingdom ;

(i) a local authority in the United Kingdom or
elsewhere ;

(iii) the Bank of England or the central bank of
any country or territory outside the United King-
dom ; or

(iv) any international organisation the members
of which include the United Kingdom or another
member State ;

(b) any advertisement issued or caused to be issued by a
person who is exempt under section 36, 38, 42, 43, 44
or 45 above, or by virtue of an order under section
46 above, if the advertisement relates to a matter in
respect of which he is exempt.

(c) any advertisement which is issued or caused to be issued
by a national of a member State other than the United
Kingdom in the course of investment business lawfully
carried on by him in such a State and which conforms
with any rules made under section 48(2)(e) above ;

(d) any advertisement which—
(i) is subject to section 154 below ; or
(ii) consists of or any part of listing particulars,
supplementary listing particulars or any other docu-
ment required or permitted to be published by
listing rules under Part IV of this Act or by an
approved exchange under Part V of this Act.

(2) Section 57 above does not apply to an advertisement in-
viting persons to subscribe in cash for any investments to which
Part V of this Act applies if the advertisement is issued or
caused to be issued by the person by whom the investments are
to be issued and either the advertisement consists of a prospectus
registered in accordance with that Part or the following matters
(and no others that would make it an investment advertisement)
are contained in the advertisement—

(@) the name of that person and his address or particulars
of other means of communicating with him ;

(b) the nature of the investments, the number offered for
subscription and their nominal value and price ;
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(c) a statement that a prospectus for the purposes of that
Part of this Act is or will be available and, if it is not
yet available, when it will be ; and

(d) instructions for obtaining a copy of the prospectus.

(3) Section 57 above does not apply to an advertisement issued
in such circumstances as may be specified in an order made
by the Secretary of State for the purpose of exempting from that
section—

(a) advertisements appearing to him to have a private
character, whether by reason of a connection between
the person issuing them and those to whom they are
issued or otherwise ;

(b) advertisements appearing to him to deal with invest-
ment only incidentally ;

(c) advertisements issued to persons appearing to him to be
sufficiently expert to understand any risks involved ;
or

(d) such other classes of advertisement as he thinks fit.

(4) An order under subsection (3) above may require any
person who by virtue of the order is authorised to issue an
advertisement to comply with such requirements as are specified
in the order.

(5) An order made by virtue of paragraph (a), (b) or (c) of
subsection (3) above shall be subject to annulment in pursuance
of a resolution of either House of Parliament; and no order
shall be made by virtue of paragraph (d) of that subsection un-
less a draft of it has been laid before and approved by a re-
solution of each House of Parliament.

(6) Subsections (1)c) and (2) above do not apply to any ad-
vertisement relating to an investment falling within paragraph §
of Schedule 1 to this Act.

59.—(1) If it appears to the Secretary of State that any indi-
vidual is not a fit and proper person to be employed in connection
with investment business or investment business of a particular
kind he may direct that he shall not, without the written con-
sent of the Secretary of State, be employed in connection with
investment business or, as the case may be, investment business
of that kind—

(a) by authorised persons or exempted persons ; or

(b) by any specified person or persons, or by persons of
any specified description, falling within paragraph (a)
above.
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(2) A direction under this section (‘“a disqualification direc-
tion ) shall specify the date on which it is to take effect and a
copy of it shall be served on the person to whom it relates.

(3) Any consent by the Secretary of State to the employment
of a person who is the subject of a disqualification direction may
relate to employment generally or to employment of a particular
kind, may be given subject to conditions and restrictions and
may be varied by him from time to time.

(4) Where the Secretary of State proposes—
(@) to give a disqualification direction in respect of any
person ; or
(b) to refuse an application for his consent under this sec-
tion or for the variation of such consent,

he shall give that person or the applicant written notice of his
intention to do so, stating the reasons for which he proposes
to act and giving particulars of the right to require the case to
be referred to the Tribunal under Chapter IX of this Part of
this Act.

(5) Any person who accepts or continues in any employ-
ment in contravention of a disqualification direction shall be
guilty of an offence and liable on summary conviction to a fine
not exceeding the fifth level on the standard scale.

(6) It shall be the duty of an authorised person and an
appointed representative to take reasonable care not to employ
or continue to employ a person in contravention of a disquali-
fication direction.

(7) The Secretary of State may revoke a disqualification
direction.

(8) In this section references to employment include refer-
ences to employment otherwise than under a contract of service.

60.
who is or was an authorised person by virtue of section 22, 24,
25 or 31 above has contravened—

(a) any provision of rules or regulations made under this
Chapter or of section 56 or 59 above ; or
(b) any condition imposed under section 50 above,
he may publish a statement to that effect.

(2) Before publishing a statement under subsection (1) above
the Secretary of State shall give the person concerned written
notice of the proposed statement and of the reasons for which
he proposes to act.

PART |

(1) If it appears to the Secretary of State that a person Public
statement as
0 person’s
misconduct.
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PART I (3) Where the reasons stated in the notice relate specifically
CuaPTER V  tO matters which—
(a) refer to a person identified in the notice other than
the person who is or was the authorised person ; and

(b) are in the opinion of the Secretary of State prejudicial
to that person in any office or employment,

the Secretary of State shall, unless he considers it impracticable
to do so, serve a copy of the notice on that other person.

(4) A notice under this section shall give particulars of the
right to have the case referred to the Tribunal under Chapter
IX of this Part of this Act.

(5) Where a case is not required to be referred to the Tribunal
by a person on whom a notice is served under this section the
Secretary of State shall, at the expiration of the period within
which such a requirement can be made, give that person written
notice that the statement is or is not to be published ; and if it
is to be published the Secretary of State shall after publication
send a copy of it to that person and to any person on whom
a copy of the notice under subsection (2) above was served.

Injunctions 61.—(1) If on the application of the Secretary of State the
and restitution cqurt is satisfied—

orders. (@) that there is a reasonable likelihood that any person
will contravene any provision of—
(i) rules or regulations made under this Chapter ;
(i) sections 47, 56, 57, or 59 above ;
(i) any requirements imposed by an order under
section 58(3) above ; or
(iv) the rules of a recognised self-regulating organi-
sation, recognised professional body, recognised in-
vestment exchange or recognised clearing house to
which that person is subject and which regulate the
carrying on by him of investment business,
or any condition imposed under section 50 above ;

(b) that any person has contravened any such provision or
condition and that there is a reasonable likelihood that
the contravention will continue or be repeated ; or

(c) that any person has contravened any such provision or
condition and that there are steps that could be taken
for remedying the contravention,

the court may grant an injunction restraining the contravention
or, in Scotland, an interdict prohibiting the contravention or, as
the case may be, make an order requiring that person and any
other person who appears to the court to have been knowingly
concerned in the contravention to take such steps as the court
may direct to remedy it.
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(2) No application shall be made by the Secretary of State
under subsection (1) above in respect of any such rules as are
mentioned in subsection (1)(a)(iv) above unless it appears to
him that the organisation, body, exchange or clearing house is
unable or unwilling to take appropriate steps to restrain the con-
travention or to require the person concerned to take such steps
as are mentioned in subsection (1) above.

(3) The court may, on the application of the Secretary of
State, make an order under subsection (4) below or, in relation
to Scotland, under subsection (5) below if satisfied—

(@) that profits have accrued to any person as a result of
his contravention of any provision or condition men-
tioned in subsection (1)(a) above ; or

(b) that one or more investors have suffered loss or been
otherwise adversely affected as a result of that contra-
vention.

(4) The court may under this subsection order the person
concerned to pay into court, or appoint a receiver to recover
from him, such sum as appears to the court to be just having
regard—

(a) in a case within paragraph (a) of subsection (3) above, to
the profits appearing to the court to have accrued ;

(b) in a case within paragraph (b) of that subsection, to the
extent of the loss or other adverse effect ; or

(c) in a case within both paragraphs (a) and (b) of that sub-
section, to the profits and to the extent of the loss or
other adverse effect.

(5) The court may under this subsection order the person
concerned to pay to the applicant such sum as appears to the
court to be just having regard to the considerations mentioned
in paragraphs (a) to (c) of subsection (4) above.

(6) Any amount paid into court by or recovered from a person
in pursuance of an order under subsection (4) or (5) above shall
be paid out to such person or distributed among such persons as
the court may direct, being a person or persons appearing to the
court to have entered into transactions with that person as a
result of which the profits mentioned in paragraph (a) of sub-
section (3) above have accrued to him or the loss or adverse
effect mentioned in paragraph (b) of that subsection has been
suffered.

(7 On an application under subsection (3) above the court may
require the person concerned to furnish it with such accounts
or other information as it may require for establishing whether
any and, if so, what profits have accrued to him as mentioned
in paragraph (a) of that subsection and for determining how any
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Paktl  amounts are to be paid or distributed under subsection (6)
Cramer V  above ; and the court may require any such accounts or other
information to be verified in such manner as it may direct.

(8) The jurisdiction conferred by this section shall be exer-
cisable by the High Court and the Court of Session.

(9) Nothing in this section affects the right of any person
other than the Secretary of State to bring proceedings in respect
of the matters to which this section applies.

Actions for 62.
damages.

(1) Without prejudice to section 61 above, a contraven-
tion of—

(@) any rules or regulations made under this Chapter ;
(b) any conditions imposed under section 50 above ;

(c) any requirements imposed by an order under section
58(3) above ;

(d) the duty imposed by section 59(6) above,

shall be actionable at the suit of a person who suffers loss as a
result of the contravention subject to the defences and other in-
cidents applying to actions for breach of statutory duty.

(2) Subsection (1) applies also to a contravention by a member
of a recognised self-regulating organisation or a person certified
by a recognised professional body of any rules of the organisa-
tion or body relating to a matter in respect of which rules or
regulations have been or could be made under this Chapter in
relation to an authorised person who is not such a member or so
certified.

(3) Subsection (1) above does not apply—

(@ to a contravention of rules made under section 49
or conditions imposed under section 50 in connection
with an alteration of the requirements of those rules;
or

(b) by virtue of subsection (2) above to a contravention
of rules relating to a matter in respect of which rules
have been or could be made under section 49.

(4) A person shall not be guilty of an offence by reason of any
contravention to which subsection (1) above applies or of a con-
travention of rules made under section 49 above or such con-
ditions as are mentioned in subsection (3)(a) above and no such
contravention shall invalidate any transaction.

Gaming 63.—(1) No contract to which this section applies shall be
contracts, void or unenforceable by reason of —
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(@) section 18 of the Gaming Act 1845, section 1 of the

Part !
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Gammg Act 1892 or any correspondmg provisions in CuaptER V

force in Northern Ireland ; or
(b) any rule of the law of Scotland whereby a contract by
way of gaming or wagering is not legally enforceable.

(2) This section applies to any contract entered into by either
or each party by way of business and the making or performance
of which by either party constitutes an activity which falls within
paragraph 12 of Schedule 1 to this Act or would do so apart from
Parts III and IV of that Schedule.

CHAPTER VI
POWERS OF INTERVENTION
64.

1845 c. 109
1892 ¢c. 9.

this Chapter shall be exercisable in relation to any authorised powers.

person or, except in the case of the power conferred by section
65 below, any appointed representative of his if it appears to
the Secretary of State—

(a) that the exercise of the powers is desirable for the pro-
tection of investors ;

(b) that the authorised person is not fit to carry on invest-
ment business of a particular kind or to the extent to
which he is carrying it on or proposing to carry it
on; or

(¢) that the authorised person has contravened any pro-
vision of this Act or of any rules or regulations made
under it or, in purported compliance with any such
provision, has furnished the Secretary of State with
false, inaccurate or misleading information or has
contravened any prohibition or requirement imposed
under this Act.

(2) For the purposes of subsection (1)(b) above the Secretary
of State may take into account any matters that could be taken
into account in deciding whether to withdraw or suspend an
authorisation under Chapter III of this Part of this Act.

(3) The powers conferred by this Chapter may be exercised
in relation to a person whose authorisation is suspended under
section 28 above or who is the subject of a direction under sec-
tion 33(1)(b) above and references in this Chapter to an auth-
orised person shall be construed accordingly.

(4) The powers conferred by this Chapter shall not be exer-
cisable in relation to—
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(@) an authorised person who is a member of a recognised
self-regulating organisation or a person certified by a
recognised professional body and is subject to the rules
of such an organisation or body in carrying on all the
investment business carried on by him ; or

(b) an appointed representative whose principal or, in the
case of such a representative with more than one prin-
cipal, each of whose principals is a member of such
an organisation or body and is subject to the rules of
such an organisation or body in carrying on the invest-
ment business in respect of which his principal or each
of his principals has accepted responsibility for his
activities ;

except that the powers conferred by virtue of section 67(1)(b)
below may on any of the grounds specified in subsection (1)
above be exercised in relation to such a person at the request
of any such organisation of which he or, in the case of an
appointed representative, any of his principals is a member ¢~
any such body by which he or, as the case may be, any of his
principals is certified.

65.—(1) The Secretary of State may prohibit an authorised
person from-—

(a) entering into transactions of any specified kind or enter-

ing into them except in specified circumstances or to
a specified extent ;

(b) soliciting business from persons of a specified kind or
otherwise than from such persons or in a specified
country or territory outside the United Kingdom ;

(c) carrying on business in a specified manner or otherwise
than in a specified manner.

(2) A prohibition under this section may relate to transactions
entered into in connection with or for the purposes of invest-
ment business or to other business which is carried on in con-
nection with or for the purposes of investment business.

66.—(1) The Secretary of State may prohibit an authorised
person or appointed representative from disposing of or other-
wise dealing with any assets, or any specified assets, of that
person or, as the case may be, representative in any specified
manner or otherwise than in a specified manner.

(2) A prohibition under this section may relate to assets outside
the United Kingdom.
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67.—(1) The Secretary of State may impose a requirement that PART 1
all assets, or all assets of any specified class or description, which CHAPTER VI

at any time while the requirement is in force— Vesting of
(@) belong to an authorised person or appointed represen- ;‘:us:tt:;n
tative ; or ’

(b) belong to investors and are held by or to the order of
an authorised person or appointed representative,
shall be transferred to and held by a trustee approved by the
Secretary of State.

(2) Where a requirement is imposed under this section it
shall be the duty of the authorised person or, as the case may be,
appointed representative to transfer the assets to the trustee
and to give him all such other assistance as may be required
to enable him to discharge his functions in accordance with
the requirement.

(3) Assets held by a trustee in accordance with a requirement
under this section shall not be released or dealt with except in
accordance with directions given by the Secretary of State or in
such circumstances as may be specified by him.

(4) A requirement under this section may relate to assets
outside the United Kingdom.

68.
person or appointed representative to maintain in the United of assets in
Kingdom assets of such value as appears to the Secretary of Kmtedd
State to be desirable with a view to ensuring that the authorised " -c o™
person or, as the case may be, appointed representative will be
able to meet his liabilities in respect of investment business
carried on by him in the United Kingdom.

(2) The Secretary of State may direct that for the purposes of
any requirement under this section assets of any specified class
or description shall or shall not be taken into account.

69. The Secretary of State may, either of his own motion or Rescission
on the application of a person on whom a prohibition or require- and variation.
ment has been imposed under this Chapter, rescind or vary
the prohibition or requirement if it appears to the Secretary of
State that it is no longer necessary for the prohibition or require-
ment to take effect or continue in force or, as the case may be,

%hat it should take effect or continue in force in a different
orm.

70.—(1) The power to impose, rescind or vary a prohibition Notices.
or requirement under this Chapter shall be exercisable by written
notice served by the Secretary of State on the person concerned ;
and any such notice shall take effect on such date as is specified
in the notice.
C
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(2) If the Secretary of State refuses to rescind or vary a pro-
hibition or requirement on the application of the person to
whom it applies he shall serve that person with a written notice
of the refusal.

(3) A notice imposing a prohibition or requirement, or varying
a prohibition or requirement otherwise than on the application
of the person to whom it applies, and a notice under subsection
(2) above shall state the reasons for which the prohibition or
requirement was imposed or varied or, as the case may be, why
the application was refused.

(4) Where the reasons stated in a notice to which subsection (3)
above applies relate specifically to matters which—
(a) refer to a person identified in the notice other than the
person to whom the prohibition or requirement applies ;
and

(b) are in the opinion of the Secretary of State prejudicial
to that person in any office or employment,

the Secretary of State shall, unless he considers it impracticable
to do so, serve a copy of the notice on that person.

(5) A notice to which subsection (3) above applies shall give
particulars of the right to have the case referred to the Tribunal
under Chapter IX of this Part of this Act.

(6) The Secretary of State may give public notice of any
prohibition or requirement imposed by him under this Chapter
and of the rescission and variation of any such prohibition or
requirement ; and any such notice may, if the Secretary of
State thinks fit, include a statement of the reasons for which
the prohibition or requirement was imposed, rescinded or
varied.

relation to a contravention of a prohibition or requirement
imposed under this Chapter as they have effect in relation to
any such contravention as is mentioned in those sections.

(2) In its application by virtue of this section, section 62(2)
shall have effect with the substitution—

(a) for the reference to the rules of a recognised self-
regulating organisation of a reference to any prohibi-
tion or requirement imposed by it in the exercise of
powers for purposes corresponding to those of this
Chapter ; and

(b) for the reference to the rules of a recognised professional
body of a reference to any prohibition or requirement
imposed in the exercise of powers for such purposes by
that body or by any other body or person having func-
tions in respect of the enforcement of the recognised
professional body’s rules relating to the carrymg on of
investment business.
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(3) This section is without prejudice to any equitable remedy  PartI
available in respect of property which by virtue of a require- Cuarrer VI
ment under section 67 above is subject to a trust.

CHAPTER VII
WINDING UP AND ADMINISTRATION ORDERS

72.—(1) On a petition presented by the Secretary of State by Winding up
virtue of this section, the court having jurisdiction under the orders.
Insolvency Act 1986 may wind up an authorised person or ap- 1986 c. 45.
pointed representative to whom this subsection applies if—

(@) the person is unable to pay his debts within the mean-
ing of section 123 or, as the case may be, section 221
of that Act or

(b) the court is of the opinion that it is just and equitable
that the person should be wound up.

(2) Subsection (1) above applies to any authorised person, any
person whose authorisation is suspended under section 28 above
or who is the subject of a direction under section 33(1)(b) above
or any appointed representative who is—

(@) a company within the meaning of section 735 of the
Companies Act 1985 ; 1985¢. 6

(b) an unregistered company within the meaning of section
220 of the Insolvency Act 1986 ;

(c) an oversea company within the meaning of section 744
of the Companies Act 1985 ; or

(d) a partnership.

(3) For the purposes of a petition under subsection (1) above
a person who defaults in an obligation to pay any sum due and
payable under any investment agreement shall be deemed to be
unable to pay his debts.

(4) Where a petition is presented under subsection (1) above
for the winding up of a partnership on the ground mentioned in
paragraph (b) of subsection (1) above or, in Scotland, on a
ground mentioned in paragraph (a) or (b) of that subsection,
the court shall have jurisdiction and the Insolvency Act 1986
shall have effect as if the partnership were an unregistered com-
pany within the meaning of section 220 of that Act.

(5) The Secretary of State shall not present a petition under
subsection (1) above for the winding up of any person who is
an authorised person by virtue of membership of a recognised
self-regulating organisation or certification by a recognised pro-
fessional body and is subject to the rules of the organisation or

C2
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body in the carrying on of all investment business carried on by

Cuapter VII him, unless that organisation or body has consented to his doing

Winding up
orders:
Northern
Ireland.

S.I. 1986/1032
(N.L6).

SO.

73.—(1) On a petition presented by the Secretary of State
by virtue of this section, the High Court in Northern Ireland
may wind up an authorised person or appointed representative
to whom this subsection applies if—

(a) the person is unable to pay his debts within the meaning
of Article 480 or, as the case may be, Article 616 of
the Companies (Northern Ireland) Order 1986 ; or

(b) the court is of the opinion that it is just and equitable
that the person should be wound up.

(2) Subsection (1) above applies to any authorised person,
any person whose authorisation is suspended under section 28
above or who is the subject of a direction under section
33(1)(b) above or any appointed representative who is—

(a) a company within the meaning of Article 3 of the Com-
panies (Northern Ireland) Order 1986 ;

(b) an unregistered company within the meaning of Article
615 of that Order ; or

(c) a Part XXIII company within the meaning of Article
2 of that Order ; or

(d) a partnership.

(3) For the purposes of a petition under subsection (1) above
a person who defaults in an obligation to pay any sum due and
payable under any investment agreement shall be deemed to
be unable to pay his debts.

(4) Where a petition is presented under subsection (1) above
for the winding up of a partnership on the ground mentioned
in paragraph (b) of subsection (1) above, the High Court in
Northern Ireland shall have jurisdiction and the Companies
(Northern Ireland) Order 1985 shall have effect as if the partner-
ship were an unregistered company within the meaning of
Article 615 of that Order.

(5) The Secretary of State shall not present a petition under
subsection (1) above for the winding up of any person who is
an authorised person by virtue of membership of a recognised
self-regulating organisation or certification by a recognised
professional body and is subject to the rules of the organisation
or body in the carrying on of all investment business carried
on by him, unless that organisation or body has consented to
his doing so.
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74. A petition may be presented under section 9 of the In-  Parrl
solvency Act 1986 (applications for administration orders) in Cuarrer VII
relation to a company to which section 8 of that Act applies Administration
which is an authorised person, a person whose authorisation is orders.
suspended under section 28 above or who is the subject of a 1986c. 45.
direction under section 33(1)(b) above or an appointed represen-
tative—

(@ in the case of an authorised person who is an authorised
person by virtue of membership of a recognised self-
regulating organisation or certification by a recognised
professional body, by that organisation or body ; and

(b) in the case of an appointed representative or an autho-
rised person who is not authorised as mentioned in
paragraph (a) above or is so authorised but is not sub-
ject to the rules of the organisation or body in question
in the carrying on of all investment business carried on
by him, by the Secretary of State.

CHAPTER VIII
COLLECTIVE INVESTMENT SCHEMES
Preliminary

75.—(1) In this Act * a collective investment scheme ” means, Interpretation.

subject to the provisions of this section, any arrangements with
respect to property of any description, including money, the pur-
pose or effect of which is to enable persons taking part in the
arrangements (whether by becoming owners of the property or
any part of it or otherwise) to participate in or receive profits or
income arising from the acquisition, holding, management or
disposal of the property or sums paid out of such profits or
income.

(2) The arrangements must be such that the persons who are
to participate as mentioned in subsection (1) above (in this Act
referred to as “ participants ”) do not have day to day con-
trol over the management of the property in question, whether
or not they have the right to be consulted or to give directions ;
and the arrangements must also have either or both of the
characteristics mentioned in subsection (3) below.

(3) Those characteristics are—

(@) that the contributions of the participants and the profits
or income out of which payments are to be made to
them are pooled ;

(b) that the property in question is managed as a whole by
or on behalf of the operator of the scheme.

C3
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PART I (4) Where any arrangements provide for such pooling as is
Cuaprer VIII mentioned in paragraph (a) of subsection (3) above in relation
to separate parts of the property in question, the arrangements
shall not be regarded as constituting a single collective invest-
ment scheme unless the participants are entitled to exchange

rights in one part for rights in another.

(5) Arrangements are not a collective investment scheme if—

(a) the property to which the arrangements relate (other than
cash awaiting investment) consists of investments fal-
ling within any of paragraphs 1 to 5, 6 (so far as relat-
ing to units in authorised unit trust schemes and recog-
nised schemes) and 10 of Schedule 1 to this Act;

(b) each participant is the owner of a part of that property
and entitled to withdraw it at any time ; and

(c) the arrangements do not have the characteristics men-
tioned in paragraph (a) of subsection (3) above and
have those mentioned in paragraph (b) of that subsec-
tion only because the parts of the property belonging
to different participants are not bought and sold sep-
arately except where a person becomes or ceases to be
a participant.

(6) The following are not collective investment schemes—

(a) arrangements operated by a person otherwise than by
way of business ;

(b) arrangements where each of the participants carries on a
business other than investment business and enters into
the arrangements for commercial purposes related to
that business ;

(c) arrangements where each of the participants is a body
corporate in the same group as the operator ;

(d) arrangements where—

(i) each of the participants is a bona fide employee
or former employee (or the wife, husband, widow,
widower, child or step-child under the age of eight-
een of such an employee or former employee) of a
body corporate in the same group as the operator ;
and

(ii) the property to which the arrangements relate
consists of shares or debentures (as defined in para-
graph 20(4) of Schedule 1 to this Act) in or of a
member of that group ;

(e) arrangements where the receipt of the participants’ con-
tributions constitutes the acceptance of deposits in the
course of a business which is a deposit-taking business

1979 c. 37. for the purposes of the Banking Act 1979 and does not
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constitute a transaction prescribed for the purposes of
section 2 of that Act by regulations made by the
Treasury ;

(f) franchise arrangements, that is to say, arrangements
under which a person earns profits or income by ex-
ploiting a right conferred by the arrangements to use a
trade name or design or other intellectual property or
the good-will attached to it ;

(g) arrangements the predominant purpose of which is to
enable persons participating in them to share in the
use or enjoyment of a particular property or to make
its use or enjoyment available gratuitously to other per-
sons ;

(h) arrangements under which the rights or interests of the
participants are investments falling within paragraph 5
of Schedule 1 to this Act;

(/) arrangements the purpose of which is the provision of
clearing services and which are operated by an
authorised person, a recognised clearing house or a
recognised investment exchange ;

() contracts of insurance ;
(k) occupational pension schemes.

(7) No body incorporated under the law of, or of any part of,

the United Kingdom relating to building societies or industrial
and provident societies or registered under any such law relat-
ing to friendly societies, and no other body corporate other than
an open-ended investment company, shall be regarded as con-.
stituting a collective investment scheme.

(8) In this Act—

* a unit trust scheme ™ means a collective investment scheme
under which the property in question is held on trust

. for the participants ;

“ an open-ended investment company ” means a collective
investment scheme under which—

(a) the property in question belongs beneficially to,
and is managed by or on behalf of, a body corporate
having as its purpose the investment of its funds
with the aim of spreading investment risk and giving
its members the benefit of the results of the manage-
ment of those funds by or on behalf of that body ;
and

(b) the rights of the participants are represented by
shares in or securities of that body which—

(i) the participants are entitled to have re-
C4
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ParT 1 deemed or repurchased, or which (other-
Cuarrer VIIT wise than under Chapter VII of Part V of
1985 c. 6. the Companies Act 1985 or the correspond-

ing Northern Ireland provision) are red-
eemed or repurchased from them by, or out
of funds provided by, that body ; or

(ii) the body ensures can be sold by the par-
cipants on an investment exchange at a
price related to the value of the property
to which they relate ;

“ trustee ”, in relation to a unit trust scheme, means the
person holding the property in question on trust for the
participants and, in relation to a collective investment
scheme constituted under the law of a country or
territory outside the United Kingdom, means any
person who (whether or not under a trust) is entrusted
with the custody of the property in question ;

“units ”* means the rights or interests (however described)
of the participants in a collective investment scheme ;

“ the operator ”, in relation to a unit trust scheme with a
separate trustee, means the manager and, in relation
to an open-ended investment company, means that
company.

(9) If an order under section 2 above amends the references
to a collective investment scheme in Schedule 1 to this Act
it may also amend the provisions of this section.

Promotion of schemes

Restrictions on  76.—(1) Subject to subsections (2), (3) and (4) below, an
promotion.  authorised person shall not—

(a) issue or cause to be issued in the United Kingdom any
advertisement inviting persons to become or offer to
become participants in a collective investment scheme
or containing information calculated to lead directly
or indirectly to persons becoming or offering to be-
come participants in such a scheme ; or

(b) advise or procure any person in the United Kingdom
to become or offer to become a participant in such a
scheme,

unless the scheme is an authorised unit trust scheme or a recog-
nised scheme under the following provisions of this Chapter.

(2) Subsection (1) above shall not apply if the advertisement
is issued to or the person mentioned in paragraph (b) of that
subsection is—
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(@) an authorised person ; or

(b) a person whose ordinary business involves the acquisi-
tion and disposal of property of the same kind as the
property, or a substantial part of the property, to which
the scheme relates.

(3) Subsection (1) above shall not apply to anything done in
accordance with regulations made by the Secretary of State for
the purpose of exempting from that subsection the promotion
otherwise than to the general public of schemes of such des-
criptions as are specified in the regulations.

(4) The Secretary of State may By regulations make provision

for exempting single property schemes from subsection (1)
above.

(5) For the purposes of subsection (4) above a single proper-
ty scheme is a scheme which has the characteristics mentioned
in subsection (6) below and satisfies such other requirements
as are specified in the regulations conferring the exemption.

(6) The characteristics referred to above are—

(a) that the property subject to the scheme (apart from
cash or other assets held for management purposes)
consists of—

(i) a single building (or a single building with
ancillary buildings) managed by or on behalf of the
operator of the scheme ; or

(i) a group of adjacent or contiguous buildings
managed by him or on his behalf as a single enter-
prise,

with or without ancillary land and with or without
furniture, fittings or other contents of the building or
buildings in question ; and

(b) that the units of the participants in the scheme are
either dealt in on a recognised investment exchange
or offered on terms such that any agreement for their
acquisition is conditional on their admission to deal-
ings on such an exchange.

(7) Regulations under subsection (4) above may contain such
supplementary and transitional provisions as the Secretary of
State thinks necessary and may also contain provisions impos-
ing obligations or liabilities on the operator and trustee (if any)
of an exempted scheme, including, to such extent as he thinks
appropriate, provisions for purposes corresponding to those for
which provision can be made under section 85 below in relation
to authorised unit trust schemes.

63
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Authorised unit trust schemes

77.—(1) Any application for an order declaring a unit trust
scheme to be an authorised unit trust scheme shall be made by
the manager and trustee, or proposed manager and trustee, of
the scheme and the manager and trustee shall be different per-
somns.

(2) Any such application—
(a) shall be made in such manner as the Secretary of State
may direct ; and
(b) shall contain or be accompanied by such information
as he may reasonably require for the purpose of deter-
mining the application.

(3) At any time after receiving an application and before
determining it the Secretary of State may require the applicant
to furnish additional information.

(4) The directions and requirements given or imposed under
subsections (2) and (3) above may differ as between different
applications.

(5) Any information to be furnished to the Secretary of State
under this section shall, if he so requires, be in such form
or verified in such manner as he may specify.

78.—(1) The Secretary of State may, on an application duly
made in accordance with section 77 above and after being fur-
nished with all such information as he may require under that
section, make an order declaring a unit trust scheme to be an
authorised unit trust scheme for the purposes of this Act if—

(a) it appears to him that the scheme complies with the
requirements of the regulations made under section 81
below and that the following provisions of this section
are satisfied ; and

(b) he has been furnished with a copy of the trust deed
and a certificate signed by a solicitor to the effect that
it complies with such of those requirements as relate
to its contents.

(2) The manager and the trustee must be persons who are
independent of each other.

(3) The manager and the trustee must each be a body corpor-
ate incorporated in the United Kingdom or another member
State, the affairs of each must be administered in the country in
which it is incorporated, each must have a place of business in
the United Kingdom and, if the manager is incorporated in an-
other member State, the scheme must not be one which satisfies
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the requirements prescribed for the purposes of section 86  PartI
below. CHAPTER VIII

(4) The manager and the trustee must each be an authorised
person and neither must be prohibited from acting as manager
or trustee, as the case may be, by or under rules under section
48 above, by or under the rules of any recognised self-regulating
organisation of which the manager or trustee is a member or by
a prohibition imposed under section 65 above.

(5) The name of the scheme must not be undesirable or mis-
leading ; and the purposes of the scheme must be reasonably
capable of being successfully carried into effect.

(6) The participants must be entitled to have their units re-
deemed in accordance with the scheme at a price related to the
net value of the property to which the units relate and determined
in accordance with the scheme; but a scheme shall be treated
as complying with this subsection if it requires the manager to
ensure that a participant is able to sell his units on an investment
exchange at a price not significantly different from that men-
tioned in this subsection.

(7) The Secretary of State shall inform the applicants of his
decision on the application not later than six months after the
date on which the application was received.

(8) On making an order under this section the Secretary of
State may issue a certificate to the effect that the scheme com-
plies with the conditions necessary for it to enjoy the rights
conferred by any relevant Community instrument.

79—(1) The Secretary of State may revoke an order declaring Revocation of
a unit trust scheme to be an authorised unit trust scheme if it authorisation.
appears to him—

(@) that any of the requirements for the making of the order
are no longer satisfied ;

(b) that it is undesirable in the interests of the participants
or potential participants that the scheme should con-
tinue to be authorised ; or

(c) without prejudice to paragraph (b) above, that the
manager or trustee of the scheme has contravened any
provision of this Act or any rules or regulations made
under it or, in purported compliance with any such
provision, has furnished the Secretary of State with
false, inaccurate or misleading information or has con-
travened any prohibition or requirement imposed under
this Act.

(2) For the purposes of subsection (1)(b) above the Secretary
of State may take into account any matter relating to the scheme,
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the manager or trustee, a director or controller of the manager
or trustee or any person employed by or associated with the
manager or trustee in connection with the scheme.

(3) In the case of a manager or trustee who is a member of a
recognised self-regulating organisation the rules, prohibitions
and requirements referred to in subsection (1)(c) above include
the rules of that organisation and any prohibition or requirement
imposed by virtue of those rules.

(4) The Secretary of State may revoke an order declaring a
unit trust scheme to be an authorised unit trust scheme at the
request of the manager or trustee of the scheme; but he may
refuse to do so if he considers that any matter concerning the
scheme should be investigated as a preliminary to a decision on
the question whether the order should be revoked or that
revocation would not be in the interests of the participants or
would be incompatible with a Community obligation.

80.—(1) Where the Secretary of State proposes—

(@) to refuse an application for an order under section 78
above ; or

(b) to revoke such an order otherwise than at the request
of the manager or trustee of the scheme,

he shall give the applicants or, as the case may be, the manager
and trustee of the scheme written notice of his intention to do
so, stating the reasons for which he proposes to act and giving
particulars of the rights conferred by subsection (2) below.

(2) A person on whom a notice is served under subsection (1)
above may, within twenty-one days of the date of service, make
written representations to the Secretary of State and, if desired,
oral representations to a person appointed for that purpose by
the Secretary of State.

(3) The Secretary of State shall have regard to any representa-
tions made in accordance with subsection (2) above in determin-
ing whether to refuse the application or revoke the order, as the
case may be.

81.—(1) The Secretary of State may make regulations as to
the constitution and management of authorised unit trust
schemes, the powers and duties of the manager and trustee
of any such scheme and the rights and obligations of the parti-
cipants in any such scheme.

(2) Without prejudice to the generality of subsection (1)
above, regulations under this section may make provision—
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(a) as to the issue and redemption of the units under the  Partl
scheme ; CuapTer VIII
(b) as to the expenses of the scheme and the means of meet-
ing them ;
(c) for the appointment, removal, powers and duties of an
auditor for the scheme ;

(d) for restricting or regulating the investment and borrow-
ing powers exercisable in relation to the scheme ;

(e) requiring the keeping of records with respect to the
transactions and financial position of the scheme and
for the inspection of those records ;

(f) requiring the preparation of periodical reports with res-
pect to the scheme and the furnishing of those reports
to the participants and to the Secretary of State ; and

(g) with respect to the amendment of the scheme.

(3) Regulations under this section may make provision as to the
contents of the trust deed, including provision requiring any of
the matters mentioned in subsection (2) above to be dealt with
in the deed ; but regulations under this section shall be binding
on the manager, trustee and participants independently of the
contents of the deed and, in the case of the participants, shall
have effect as if contained in it.

(4) Regulations under this section shall not impose limits on
the remuneration payable to the manager of a scheme.

(5) Regulations under this section may contain such inci-
dental and transitional provisions as the Secretary of State thinks
necessary or expedient.

82.—(1) The manager of an authorised unit trust scheme shall Alteration of

give written notice to the Secretary of State of— ?:;2:2:: :tpd
(a) any proposed alteration to the scheme ; and manager or
(b) any proposal to replace the trustee of the scheme ; trustee.

and any notice given in respect of a proposed alteration involv-
ing a change in the trust deed shall be accompanied by a certi-
ficate signed by a solicitor to the effect that the change will not
affect the compliance of the deed with the regulations made
under section 81 above.

(2) The trustee of an authorised unit trust scheme shall give
written notice to the Secretary of State of any proposal to
replace the manager of the scheme.

(3) Effect shall not be given to any such proposal unless—

(a) the Secretary of State has given his approval to the
proposal ; or
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() one month has elapsed since the date on which the
notice was given under subsection (1) or (2) above
without the Secretary of State having notified the
manager or trustee that the proposal is not approved.

(4) Neither the manager nor the trustee of an authorised unit
trust scheme shall be replaced except by persons who satisfy
the requirements of section 78(2) to (4) above.

83.—(1) The manager of an authorised unit trust scheme shall
not engage in any activities other than those mentioned in sub-
section (2) below.

(2) Those activities are—
(@) acting as manager of—

(i) a unit trust scheme ;

(i) an open-ended investment company or any
other body corporate whose business consists of
investing its funds with the aim of spreading invest-
ment risk and giving its members the benefit of the
results of the management of its funds by or on
behalf of that body ; or

(iii) any other collective investment scheme under
which the contributions of the participants and the
profits or income out of which payments are to be
made to them are pooled ;

(b) activities for the purposes of or in connection with those
mentioned in paragraph (@) above.

(3) A prohibition under section 65 above may prohibit the
manager of an authorised unit trust scheme from inviting per-
sons in any specified country or territory outside the United
Kingdom to become participants in the scheme.

84. Any provision of the trust deed of an authorised unit trust
scheme shall be void in so far as it would have the effect of
exempting the manager or trustee from liability for any failure
to exercise due care and diligence in the discharge of his func-
tions in respect of the scheme.

85.—(1) The Secretary of State may make regulations requir-
ing the manager of an authorised unit trust scheme to submit
to him and publish or make available to the public on request a
document (“ scheme particulars ) containing information about
the scheme and complying with such requirements as are speci-
fied in the regulations.
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(2) Regulations under this section may require the manager
of an authorised unit trust scheme to submit and publish or make
available revised or further scheme particulars if—

(@) there is a significant change affecting any matter con-
tained in such particulars previously published or made
available whose inclusion was required by the regula-
tions ; or

(b) a significant new matter arises the inclusion of informa-
tion in respect of which would have been required in
previous particulars if it had arisen when those par-
ticulars were prepared.

(3) Regulations under this section may provide for the pay-
ment, by the person or persons who in accordance with the regu-
lations are treated as responsible for any scheme particulars,
of compensation to any person who has become or agreed to
become a participant in the scheme and suffered loss as a re-
sult of any untrue or misleading statement in the particulars or
the omission from them of any matter required by the regula-
tions to be included.

(4) Regulations under this section shall not affect any liability
which any person may incur apart from the regulations.

Recognition of overseas schemes
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86.—(1) Subject to subsection (2) below, a collective invest- Schemes
ment scheme constituted in a member State other than the constituted in
United Kingdom is a recognised scheme if it satisfies such other

requirements as are prescribed for the purposes of this section.

(2) Not less than two months before inviting persons in the
United Kingdom to become participants in the scheme the
operator of the scheme shall give written notice to the Secretary
of State of his intention to do so, specifying the manner in
which the invitation is to be made ; and the scheme shall not
be a recognised scheme by virtue of this section if within
two months of receiving the notice the Secretary of State
notifies—

(a) the operator of the scheme; and

(b) the authorities of the State in question who are respon-
sible for the authorisation of collective investment
schemes,

that the manner in which the invitation is to be made does not
comply with the law in force in the United Kingdom.

(3) The notice to be given to the Secretary of State under sub-
section (2) above—

member States.
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PART I (@) shall be accompanied by a certificate from the authori-
CHAPTER VNI ties mentioned in subsection (2)(b) above to the effect
that the scheme complies with the conditions necessary
for it to enjoy the rights conferred by any relevant

Community instrument ;

(b) shall contain the address of a place in the United King-
dom for the service on the operator of notices or other
documents required or authorised to be served on him
under this Act; and

(c) shall contain or be accompanied by such other informa-
tion and documents as may be prescribed.

(4) A notice given by the Secretary of State under subsection
(2) above shall give the reasons for which he considers that
the law in force in the United Kingdom will not be complied
with and give particulars of the rights conferred by subsection
(5) below.

(5) A person on whom a notice is served by the Secretary of
State under subsection (2) above may, within twenty-one days
of the date of service, make written representations to the
Secretary of State and, if desired, oral representations to a
person appointed for that purpose by the Secretary of State.

(6) The Secretary of State may in the light of any representa-
tions made in accordance with subsection (5) above withdraw
his notice and in that event the scheme shall be a recognised
scheme from the date on which the notice is withdrawn.

(7) Rules under section 48 above shall not apply to investment
business in respect of which the operator or trustee of a scheme
recognised under this section is an authorised person by virtue
of section 24 above except so far as they make provision as re-
spects—

(a) procuring persons to become participants in the scheme
and advising persons on the scheme and the exercise
of the rights conferred by it ;

(b) matters incidental to those mentioned in paragraph (a)
above.

() For the purposes of this section a collective investment
scheme is constituted in a member State if—

(@) it is constituted under the law of that Stétc by a con-
tract or under a trust and is managed by a body
corporate incorporated under that law ; or

(b) it takes the form of an open-ended investment com-
pany incorporated under that law.



Financial Services Act 1986 c. 60 n

(9) If the operator of a scheme recognised under this section  PARTI
gives written notice to the Secretary of State stating that he Cuaprer VIII
desires the scheme no longer to be recognised under this
section it shall cease to be so recognised when the notice is
given.

87.—(1) Subject to subsection (3) below, a collective invest- Schemes
ment scheme which is not a recognised scheme by virtue of authorised in
section 86 above but is managed in and authorised under the ggﬂ'ﬁ?ﬁéﬂr
law of a country or territory outside the United Kingdom is @ (o1t ories.
recognised scheme if—

(@) that country or territory is designated for the purposes
of this section by an order made by the Secretary of
State ; and

(b) the scheme is of a class specified by the order.

(2) The Secretary of State shall not make an order designating
any country or territory for the purposes of this section unless
he is satisfied that the law under which collective investment
schemes of the class to be specified by the order are authorised
and supervised in that country or territory affords to investors
in the United Kingdom protection at least equivalent to that
provided for them by this Chapter in the case of an authorised
unit trust scheme.

(3) A scheme shall not be recognised by virtue of this seciion
unless the operator of the scheme gives written notice to the
Secretary of State that he wishes it to be recognised ; and the
scheme shall not be recognised if within such period from receiv-
ing the notice as may be prescribed the Secretary of State noti-
fies the operator that the scheme is not to be recognised.

(4) The notice given by the operator under subsection (3)
above—

(@) shall contain the address of a place in the United King-
dom for the service on the operator of notices or other
documents required or authorised to be served on him
under this Act; and

(b) shall contain or be accompanied by such information
and documents as may be prescribed.

(5) Section 85 above shall have effect in relation to a scheme
recognised under this section as it has effect in relation to an
authorised unit trust scheme, taking references to the manager
as references to the operator and, in the case of an operator who
is not an authorised person, references to publishing particulars
as references to causing them to be published ; and regulations
made by virtue of this subsection may make provision whereby
compliance with any requirements imposed by or under the law
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of a country or territory designated under this section is treated
as compliance with any requirement of the regulations.

(6) An order under subsection (1) above may contain such
transitional provisions as the Secretary of State thinks necessary
or expedient and shall be subject to annulment in pursuance of
a resolution of either House of Parliament.

88.—(1) The Secretary of State may, on the application of the
operator of a scheme which—

(@) is managed in a country or territory outside the United
Kingdom ; but

(b) does not satisfy the requirements mentioned in section
86(1) above and in relation to which there is no relevant
order under section 87(1) above,

make an order declaring the scheme to be a recognised scheme
if it appears to him that it affords adequate protection to the
participants, makes adequate provision for the matters dealt
with by regulations under section 81 above and satisfies the
following provisions of this section.

(2) The operator must be a body corporate or the scheme
must take the form of an open-ended investment company.

(3) Subject to subsection (4) below, the operator and the
trustee, if any, must be fit and proper persons to act as operator
or, as the case may be, as trustee; and for that purpose the
Secretary of State may take into account any matter relating
to—

(a) any person who is or will be employed by or associated
with the operator or trustee for the purposes of the
scheme ;

(b) any director or controller of the operator or trustee ;

(c) any other body corporate in the same group as the
operator or trustee and any director or controller of
any such other body.

(4) Subsection (3) above does not apply to an operator or
trustee who is an authorised person and not prohibited from
acting as operator or trustee, as the case may be, by or under
rules under section 48 above, by or under the rules of any
recognised self-regulating organisation of which he is a member
or by any prohibition imposed under section 65 above.

(5) If the operator is not an authorised person he must have
a representative in the United Kingdom who is an authorised
person and has power to act generally for the operator and
to accept service of notices and other documents on his behalf.
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(6) The name of the scheme must not be undesirable or mis-
leading ; and the purposes of the scheme must be reasonably
capable of being successfully carried into effect.

(7) The participants must be entitled to have their units re-
deemed in accordance with the scheme at a price related to the
net value of the property to which the units relate and deter-
mined in accordance with the scheme; but a scheme shall be
treated as complying with this subsection if it requires the
operator to ensure that a participant is able to sell his units on
an investment exchange at a price not significantly different from
that mentioned in this subsection.

(8) Subsections (2) to (5) of section 77 above shall apply also
to an application under this section.

(9) So much of section 82 above as applies to an alteration
of the scheme shall apply also to a scheme recognised under
this section, taking references to the manager as references to
the operator and with the omission of the requirement relating to
the solicitor’s certificate ; and if the operator or trustee of any
such scheme is to be replaced the operator or, as the case may be,
the trustee. or in either case the person who is to replace him,
shall give at least one month’s notice to the Secretary of State.

(10) Section 85 above shall have effect in relation to a scheme
recognised under this section as it has effect in relation to an
authorised unit trust scheme, taking references to the manager
as references to the operator and, in the case of an operator who
is not an authorised person, references to publishing particulars
as references to causing them to be published.

89.—(1) The Secretary of State may at any time direct that a
scheme shall cease to be recognised by virtue of section 87 above
or revoke an order under section 88 above if it appears to him—

(@) that it is undesirable in the interests of the participants
or potential participants in the United Kingdom that
the scheme should continue to be recognised ;

(b) without prejudice to paragraph (a) above, that the
operator or trustee of the scheme has contravened any
provision of this Act or any rules or regulations made
under it or, in purported compliance with any such
provision, has furnished the Secretary of State with
false, inaccurate or misleading information or has con-
travened any prohibition or requirement imposed under
this Act ; or

(¢) in the case of an order under section 88 that any of the
requirements for the making of the order are no
longer satisfied.
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(2) For the purposes of subsection (1)(a) above the Secretary
of State may take into account any matter relating to the scheme
the operator or trustee, a director or controller of the operator
or trustee or any person employed by or associated with the
operator or trustee in connection with the scheme.

(3) In the case of an operator or trustee who is a member of
a recognised self-regulating organisation the rules, prohibitions
and requirements referred to in subsection (1)(b) above include
the rules of that organisation and any prohibition or require-
ment imposed by virtue of those rules.

(4) The Secretary of State may give such a direction or revoke
such an order as is mentioned in subsection (1) above at the
request of the operator or trustee of the scheme; but he may
refuse to do so if he considers that any matter concerning the
scheme should be investigated as a preliminary to a decision on
the question whether the direction should be given or the order
revoked or that the direction or revocation would not be in the
interests of the participants.

(5) Where the Secretary of State proposes—

(a) to notify the operator of a scheme under section 87(3)
above ; or

(b) to give such a direction or to refuse to make or to re-
voke such an order as is mentioned in subsection (1)
above, ‘

he shall give the operator written notice of his intention to do
so, stating the reasons for which he proposes to act and giving
particulars of the rights conferred by subsection (6) below.

(6) A person on whom a notice is served under subsection (5)
above may, within twenty-one days of the date of service, make
written representations to the Secretary of State and, if desired,
oral representations to a person appointed for that purpose by
the Secretary of State.

(7) The Secretary of State shall have regard to any represen-
tations made in accordance with subsection (6) above in deter-
mining whether to notify the operator, give the direction or
refuse to make or revoke the order, as the case may be.

90.—(1) The Secretary of State may make regulations requir-
ing operators of recognised schemes to maintain in the United
Kingdom, or in such part or parts of it as may be specified in
the regulations, such facilities as he thinks desirable in the
interests of participants and as are specified in the regulations.

(2) The Secretary of State may by notice in writing require the
operator of any recognised scheme to include such explanatory
information as is specified in the notice in any investment adver-
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tisement issued or caused to be issued by him in the United  Parrl
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91.—-(1) If it appears to the Secretary of State— Directions.

(a) that any of the requirements for the making of an order
declaring a scheme to be an authorised unit trust
scheme are no longer satisfied ;

(b) that the exercise of the power conferred by this subsec-
tion is desirable in the interests of participants or
potential participants in the scheme ; or

(c) without prejudice to paragraph (b) above, that the man-
ager or trustee of such a scheme has contravened any
provision of this Act or any rules or regulations made
under it or, in purported compliance with any such
provision, has furnished the Secretary of State with
false, inaccurate or misleading information or has con-

travened any prohibition or requirement imposed under
this Act,

he may give a direction under subsection (2) below.

(2) A direction under this subsection may—

(a) require the manager of the scheme to cease the issue or
redemption, or both the issue and redemption, of units
under the scheme on a date specified in the direction
until such further date as is specified in that or another
direction ;

(b) require the manager and trustee of the scheme to wind
it up by such date as is specified in the direction or,
if no date is specified, as soon as practicable.

(3) The revocation of the order declaring an authorised unit
trust scheme to be such a scheme shall not affect the operation
of any direction under subsection (2) above which is then in
force ; and a direction may be given under that subsection in
relation to a scheme in the case of which the order declaring it
to be an authorised unit trust scheme has been revoked if a
direction under that subsection was already in force at the time
of revocation.

(4) Sections 60, 61 and 62 above shall have effect in relation to
a contravention of a direction under subsection (2) above as
they have effect in relation to any such contravention as is men-
tioned in those sections.
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(5) If it appears to the Secretary of State—

(@) that the exercise of the power conferred by this sub-
section is desirable in the interests of participants or
potential participants in a scheme recognised under
section 87 or 88 above who are in the United Kingdom ;

(b) without prejudice to paragraph (a) above, that the
operator of such a scheme has contravened any provi-
sion of this Act or any rules or regulations made under
it or, in purported compliance with any such provision,
has furnished the Secretary of State with false, inaccu-
rate or misleading information or has contravened
any prohibition or requirement imposed under this Act ;
or

(c) that any of the requirements for the recognition of a
scheme under section 88 above are no longer satisfied.

he may direct that the scheme shall not be a recognised scheme
for a specified period or until the occurrence of a specified
event or until specified conditions are complied with.

(6) For the purposes of subsections (1)(b) and (5)(a) above the
Secretary of State may take into account any matter relating
to the scheme, the manager, operator or trustee, a director or
controller of the manager, operator or trustee or any person
employed by or associated with the manager, operator or trustee
in connection with the scheme.

(7) In the case of a manager, operator or trustee who is a
member of a recognised self-regulating organisation the rules,
prohibitions and requirements referred to in subsections (1)(c)
and (5)(b) above include the rules of that organisation and any
prohibition or requirement imposed by virtue of those rules.

(8) The Secretary of State may, either of his own motion or on
the application of the manager, trustee or operator of the scheme
concerned, withdraw or vary a direction given under this section
if it appears to the Secretary of State that it is no longer neces-
sary for the direction to take effect or continue in force or, as the
case may be, that it should take effect or continue in force in a
different form.

92.—(1) The power to give a direction under section 91 above
in relation to a scheme shall be exercisable by written notice
served by the Secretary of State on the manager and trustee or,
as the case may be, on the operator of the scheme and any such
notice shall take effect on such date as is specified in the notice.

(2) If the Secretary of State refuses to withdraw or vary a
direction on the application of the manager, trustee or operator
of the scheme concerned he shall serve that person with a writ-
ten notice of refusal.



Financial Services Act 1986 c. 60

(3) A notice giving a direction, or varying it otherwise than on

ParT I
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or refusing to withdraw or vary a direction on the application
of such a person shall state the reasons for which the direction
was given or varied or, as the case may be, why the application
was refused.

(4) The Secretary of State may give public notice of a direction
given by him under section 91 above and of any withdrawal or
variation of such a direction; and any such notice may, if the
Secretary of State thinks fit, include a statement of the reasons
for which the direction was given, withdrawn or varied.

93.—(1) In any case in which the Secretary of State has power Applications
to give a direction under section 91(2) above in relation to an to the court.

authorised unit trust scheme or, by virtue of subsection (3) of
that section, in relation to a scheme which has been such a
scheme, he may apply to the court—

(@) for an order removing the manager or trustee, or both
the manager and trustee, of the scheme and replacing
either or both of them with a person or persons nom-
inated by him and appearing to him to satisfy the
requirements of section 78 above ; or

(b) if it appears to the Secretary of State that no, or no
suitable, person satisfying those requirements is avail-
able, for an order removing the manager or trustee,
or both the manager and trustee, and appointing an
authorised person to wind the scheme up.

(2) On an application under this section the court may make
such order as it thinks fit ; and the court may, on the application
of the Secretary of State, rescind any such order as is mentioned
in paragraph (b) of subsection (1) above and substitute such an
order as is mentioned in paragraph (a) of that subsection.

(3) The Secretary of State shall give written notice of the mak-
ing of an application under this section to the manager and
trustee of the scheme concerned and take such steps as he con-
siders appropriate for bringing the making of the application to
the attention of the participants.

(4) The jurisdiction conferred by this section shall be exer-
cisable by the High Court and the Court of Session.

(5) Section 83 above shall not apply to a manager appointed
bg an order made on an application under subsection (1)(b)
above.



78

PArT I
Cuapter VIII
Investigations.

1985 c. 6.

c. 60 Financial Services Act 1986

Supplemental

94.—(1) The Secretary of State may appoint one or more
competent inspectors to investigate and report on—

(a) the affairs of, or of the manager or trustee of, any
authorised unit trust scheme ;

(b) the affairs of, or of the operator or trustee of, any re-
cognised scheme so far as relating to activities carried
on in the United Kingdom ; or

(c) the affairs of, or of the operator or trustee of, any other
collective investment scheme,

if it appears to the Secretary of State that it is in the interests
of the participants to do so or that the matter is of public
concern.

(2) An. inspector appointed under subsection (1) above to
investigate the affairs of, or of the manager, trustee or operator
of, any scheme may also, if he thinks it necessary for the pur-
poses of that investigation, investigate the affairs of, or of the
manager, trustee or operator of, any other such scheme as is
mentioned in that subsection whose manager, trustee or operator
is the same person as the manager, trustee or operator of the first.
mentioned scheme.

(3) Sections 434 to 436 of the Companies Act 1985 (production
of documents and evidence to inspectors), except section 435(1)(a)
and (b) and (2), shall apply in relation to an inspector appointed
under this section as they apply to an inspector appointed under
section 431 of that Act but with the modifications specified in
subsection (4) below.

(4) In the provisions applied by subsection (3) above for
any reference to a company or its affairs there shall be sub-
stituted a reference to the scheme under investigation by virtue
of this section and the affairs mentioned in subsection (1) or
(2) above and any reference to an officer or director of the
company shall include a reference to any director of the mana-
ger, trustee or operator of the scheme.

(5) A person shall not under this section be required to dis-
close any information or produce any document which he
would be entitled to refuse to disclose or produce on grounds of
legal professional privilege in proceedings in the High Court
or on grounds of confidentiality as between client and profes-
sional legal adviser in proceedings in the Court of Session except
that a lawyer may be required to furnish the name and address
of his client.

(6) Where a person claims a lien on a document its produc-
tion under this section shall be without prejudice to the lien.
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(7) Nothing in this section shall require a person carrying on
the business of banking to disclose any information or produce
any document relating to the affairs of a customer unless—

(a) the customer is a person who the inspector has reason
to believe may be able to give information relevant to
the investigation ; and

(b) the Secretary of State is satisfied that the disclosure or
production is necessary for the purposes of the inves-
tigation.

(8) An inspector appointed under this section may, and if so
directed by the Secretary of State shall, make interim reports to
the Secretary of State and on the conclusion of his investigation
shall make a final report to him.

(9) Any such report shall be written or printed as the Secre-
tary of State may direct and the Secretary of State may, if he
thinks fit—

(a) furnish a copy, on request and on payment of the pre-
cribed fee, to the manager, trustee or operator or any
participant in a scheme under investigation or any
other person whose conduct is referred to in the report ;
and

(b) cause the report to be published.
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95.—(1) A person who contravenes any provision of this Contra-
Chapter, a manager or trustee of an authorised unit trust scheme ventions.

who contravenes any regulations made under section §1 above
and a person who contravenes any other regulations made under
this Chapter shall be treated as having contravened rules made
under Chapter V of this Part of this Act or, in the case of a
perscn who is an authorised person by virtue of his membership
of a recognised sclf-regulating organisation or certification by
a recognised professional body, the rules of that organisation
or body.

(2) Subsection (1) above applies also to any contravention by
the operator of a recognised scheme of a requirement imposed
under section 90(2) above.

CHAPTER IX
THE TRIBUNAL

96.—(1) For the purposes of this Act there shall be a Tribunal The Financial
known as the Financial Services Tribunal (in this Act referred Services

to as “ the Tribunal ™).

(2) There shall be a panel of not less than ten persons to serve
as members of the Tribunal when nominated to do so in accor-

Tribunal.
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dance with subsection (3) below; and that panel shall consist
of—

(a) persons with legal qualifications appointed by the Lord
Chancellor after consultation with the Lord Advocate,
including at least one person qualified in Scots law ;
and

(b) persons appointed by the Secretary of State who appear
to him to be qualified by experience or otherwise to
deal with the cases that may be referred to the Tri-
bunal.

(3) Where a case is withdrawn from the Tribunal under this
State shall nominate three persons from the panel to serve as
members of the Tribunal in respect of that case and nominate
one of them to be chairman.

(4) The person nominated to be chairman of the Tribunal
in respect of any case shall be a person with legal qualifications
and, so far as practicable, at least one of the other members
shall be a person with recent practical experience in business
relevant to the case.

(5) If while a case is being dealt with by the Tribunal one
of the three persons serving as members in respect of that case
becomes unable to act the case may, with the consent of the
Secretary of State and of the person or persons at whose request
the case was referred to the Tribunal, be dealt with by the other
two members.

(6) Schedule 6 to this Act shall have effect as respects the
Tribunal and its proceedings.

97.—(1) Any person—

(@) on whom a notice is served under section 29, 34, 59(4),
60(2) or 70 above ; or

(b) on whom a copy of a notice under section 29, 34, 60(2)
or 70 above is served or on whom the Secretary of
State considers that a copy of such a notice would
have been served if it had been practicable to do so,
may within twenty-eight days of the date of service of the notice
require the Secretary of State to refer the matter to which the
notice relates to the Tribunal and, subject to the provisions of
this section, the Secretary of State shall refer that matter accord-
ingly.

(2) The Secretary of State need not refer a matter to the
Tribunal at the request of the person on whom a notice was
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served under section 29, 34, 59(4) or 60(2) above if within the
period mentioned in subsection (1) above he—

(@) decides to grant the application or, as the case may be,
decides not to withdraw or suspend the authorisation,
give the direction or publish the statement to which the
notice relates ; and

(b) gives written notice of his decision to that person.

(3) The Secretary of State need not refer a matter to the Tri-
bunal at the request of the person on whom a notice is served
under section 70 above if—

(a) that matter is the refusal of an application for the
rescission or variation of a prohibition or requirement
and within the period mentioned in subsection (1)
above he—

(i) decides to grant the application ; and

(i) gives written notice of his decision to that per-
son ; or

(b) that matter is the imposition or variation of a prohibi-
tion or requirement, being a prohibition, requirement or
variation which has not yet taken effect, and within
the period mentioned in subsection (1) above and
before the prohibition, requirement or variation takes
effect he—

() decides to rescind the prohibition or require-
ment or decides not to make the variation ; and

(i) gives written notice of his decision to that
person.

(4) Where the notice served on a person under section 29
or 34 above—

(a) proposed the withdrawal of an authorisation or the giv-
ing of a direction under section 33(1)(a) above ; or

(b) proposed the suspension of an authorisation or the
giving of a direction under section 33(1)(b) above,

and at any time within the period mentioned in subsection (1)
above the Secretary of State serves a new notice on that person
in substitution for that previously served, then, if the substituted
notice complies with subsection (5) below, subsection (1) above
shall have effect in relation to the substituted notice instead of
the original notice and as if the period there mentioned were
twenty-eight days after the date of service of the original notice
or fourteen days after the date of service of the substituted
notice, whichever ends later.

(5) A notice served in substitution for a notice within sub-

section (4)(a) above complies with this subsection if it proposes—

(@) the suspension of an authorisation or the giving of a
direction under section 33(1)(b) above ; or
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PART I (b) the exercise of the power conferred by section 60 above ;

CuarTER IX  and a notice served in substitution for a notice within subsection
(4)(b) above complies with this subsection if it proposes a less
severe suspension or direction under section 33(1)(b) or the exer-
cise of the power conferred by section 60 above.

(6) The reference of the imposition or variation of a prohibi-
tion or requirement under Chapter VI of this Part of this Act
to the Tribunal shall not affect the date on which it comes
into effect.

Decisions on 98.—(1) Where a case is referred to the Tribunal at the

ﬁ;{f;ﬁsc}:y request of a person within section 97(1)(a) above the Tribunal

authorised  shall—
person etc. (a) investigate the case ; and

(b) make a report to the Secretary of State stating what
would in its opinion be the appropriate decision in
the matter and the reasons for that opinion ;

and it shall be the duty of the Secretary of State to decide the
matter forthwith in accordance with the Tribunal’s report.

(2) Where the matter referred to the Tribunal is the refusal of
an application the Tribunal may under this section report that
the appropriate decision would be to grant or refuse the appli-
cation or—

(@) in the case of an application for the variation of a
suspension, direction, consent, prohibition or require-
ment, to vary it in a specified manner ;

(b) in the case of an application for the rescission of a
prohibition or requirement, to vary the prohibition or
requirement in a specified manner.

(3) Where the matter referred to the Tribunal is any action of
the Secretary of State other than the refusal of an application the
Tribunal may report that the appropriate decision would be—

(a) to take or not to take the action taken or proposed to be
taken by the Secretary of State or to take any other
action that he could take under the provision in ques-
tion ; or

(b) to take instead or in addition any action that he could
take in the case of the person concerned under any one
or more of the provisions mentioned in subsection (4)
below other than that under which he was acting or
proposing to act.

(4) Those provisions are sections 28, 33 and 60 above and
Chapter VI of this Part of this Act; and sections 29, 34, 60(2)
and (3) and 70(2) and (4) above shall not apply to any action
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taken by the Secretary of State in accordance with the Tribunal’s
report.

(5) The Tribunal shall send a copy of its report under this
section to the person at whose request the case was referred
to it; and the Secretary of State shall serve him with a written
notice of the decision made by him in accordance with the
report.
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99. Where a case is referred to the Tribunal at the request of Decisions on
a person within section 97(1)(b) above the Tribunal shall report references by
to the Secrctary of State whether the reasons stated in the notice third parties.

in question which relate to that person are substantiated ; and
the Tribunal shall send a copy of the report to that person and
to the person on whom the notice was served.

100.—(1) A person who has required a case to be referred to Withdrawal of
the Tribunal may at any time before the conclusion of the pro- references,

ceedings before the Tribunal withdraw the reference.

(2) The Secretary of State may at any such time withdraw any
reference made at the request of a person on whom a notice was
served under any of the provisions mentioned in subsection (1)(a)
of section 97 above if he—

(a) decides as mentioned in subsection (2)(@) or (3)(a)(i) or
(b)) of that section ; and ‘
(b) gives such a notice as is mentioned in subsection (2)(b)
or (3)a)(ii) or (b)(ii) of that section ;
but a reference shall not be withdrawn by virtue of such a deci-
sion and notice as are mentioned in paragraph (b) of subsection
(3) unless the decision is made and the notice is given before
the prohibition, requirement or variation has taken effect.

(3) Where a case is referred to the Tribunal the Secretary of

section the Tribunal shall not further investigate the case or
make a report under section 98 or 99 above; but where the
reference is withdrawn otherwise than by the Secretary of State
he may require the Tribunal to make a report to him on the
results of its investigation up to the time when the reference
was withdrawn.

(4) Where two or more persons have required a case to be
referred to the Tribunal the withdrawal of the reference by one
or more of them shall not affect the functions of the Tribunal
as respects the case so far as relating to a person who has not
withdrawn the reference.

(5) Where a person on whom a notice was served under section
29, 34 or 60 above withdraws a case from the Tribunal sub-
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Part1  section (5) of each of those sections shall apply to him as if he
cuarter IX had not required the case to be referred.

Reports. 101.—(1) In preparing its report on any case the Tribunal
shall have regard to the need to exclude, so far as practicable,
any matter which relates to the affairs of a particular person
(not being a person who required or could have required the
case to be referred to the Tribunal) where the publication of that
matter would or might, in the opinion of the Tribunal, seriously
and prejudicially affect the interests of that person.

(2) The Secretary of State may, in such cases as he thinks
fit, publish the report of the Tribunal and offer copies of any
such report for sale.

(3) The Secretary of State may, on request and on payment
of the prescribed fee, supply a copy of a report of the Tribunal
to any person whose conduct is referred to in the report or
whose interests as a client or creditor are affected by the conduct
of a person to whom the proceedings before the Tribunal
related.

(4) If the Secretary of State is of opinion that there is good
reason for not disclossing any part of a report he may cause that
part to be omitted from the report as published under subsection
(2) or from the copy of it supplied under subsection (3) above.

(5) A copy of a report of the Tribunal endorsed with a
certificate signed by or on behalf of the Secretary of State stating
that it is a true copy shall be admissible as evidence of the
opinion of the Tribunal as to any matter referred to in the
report; and a certificate purporting to be signed as aforesaid
shall be deemed to have been duly signed unless the contrary is

shown.
CHAPTER X
INFORMATION
Register of 102.—(1) The Secretary of State shall keep a register contain-

authorised i ntry in res —
persons and Ing an entry pect of

recognised (a) each person who is an authorised person by virtue of
organisations an authorisation granted by the Secretary of State ;

ete. (b) each other person who appears to him to be an auth-
orised person by virtue of any provision of this Part
of this Act ;

(¢) each recognised self-regulating organisation, recognised
professional body, recognised investment exchange and
recognised clearing house ;
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(d) each authorised unit trust scheme and recognised
scheme ;

(e) each person in respect of whom a direction under section
59 above is in force.

(2) The entry in respect of each authorised person shall con-
sist of—

(@) a statement of the provision by virtue of which he is an
authorised person ;

(b) in the case of a person who is an authorised person by
virtue of membership of a recognised self-regulating
organisation or certification by a recognised profes-
sional body, the name and address of the organisation
or body ;

(0) in the case of a person who is an authorised person by
virtue of section 25 or 31 above, information as to
the services which that person holds himself out as
able to provide ;

(d) in the case of a person who is an authorised person by
virtue of section 31 above, the address notified to the
Secretary of State under section 32 above ;

(e) in the case of a person who is an authorised person by
virtue of any provision other than section 31 above,
the date on which he became an authorised person by
virtue of that provision ; and

(f such other information as the Secretary of State may
determine.

(3) The entry in respect of each such organisation, body, ex-
change or clearing house as is mentioned in subsection (1)(c)
above shall consist of its name and address and such other
information as the Secretary of State may determine.

(4) The entry in respect of each such scheme as is men-
tioned in subsection (1)(d) above shall consist of its name and,
in the case of an authorised unit trust scheme, the name and
address of the manager and trustee and, in the case of a recog-
nised scheme, the name and address of the operator and of any
representative of the operator in the United Kingdom and, in
either case, such other information as the Secretary of State
may determine.

(5) The entry in respect of each such person as is mentioned
in subsection (1)(e) above shall include particulars of any consent
for that person’s employment given by the Secretary of State.

(6) Where it appears to the Secretary of State that any person
in respect of whom there is an entry in the register by virtue of
subsection (1) (@) or (b) above has ceased to be an authorised

ParT 1
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person (whether by death, by withdrawal or other cessation of
his authorisation, as a result of his ceasing to be a member of
a recognised self-regulating organisation or otherwise) the Secre-
tary of State shall make a note to that effect in the entry together
with the reason why the person in question is no longer an
authorised person.

(7) Where—

(a) an organisation, body, exchange or clearing house in
respect of which there is an entry in the register by
virtue of paragraph (c) of subsection (1) above has
ceased to be recognised or ceased to exist ;

(b) an authorised unit trust scheme or recognised scheme
in respect of which there is an entry in the register by
virtue of paragraph (d) of that subsection has ceased to
be authorised or recognised ; or

(c) the direction applying to a person in respect of whom
there is an entry in the register by virtue of paragraph
(e) of that subsection has ceased to have effect,

the Secretary of State shall make a note to that effect in the
entry.

(8) An entry in respect of which a note is made under sub-
section (6) or (7) above may be removed from the register at
the end of such period as the Secretary of State thinks
appropriate.

103.—(1) The information contained in the entries included in
the register otherwise than by virtue of section 102(1)(e) above
shall be open to inspection; and the Secretary of State may
publish the information contained in those entries in any form
he thinks appropriate and may offer copies of any such informa-
tion for sale.

(2) A person shall be entitled to ascertain whether there is an
entry in the register by virtue of subsection (1)(e) of section 102
above (not being an entry in respect of which there is a note
under subsection (7) of that section) in respect of a particular
person specified by him and, if there is such an entry, to inspect
it.

(3) Except as provided by subsection (2) above the informa-
tion contained in the register by virtue of section 102(1)(e) above
shall not be open to inspection by any person unless he satisfies
the Secretary of State that he has a good reason for seeking the
information.

(4) A person to whom information is made available by the
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Secretary of State under subsection (3) above shall not, without
the consent of the Secretary of State or of the person to whom
the information relates, make use of it except for the purpose
for which it was made available.

(5) Information which by virtue of this section is open to
inspection shall be open to inspection free of charge but only
at such times and places as the Secretary of State may appoint ;
and a person entitled to inspect any information may obtain a
certified copy of it from the Secretary of State on payment of
the prescribed fee.

(6) The register may be kept by the Secretary of State in such
form as he thinks appropriate with a view to facilitating inspec-
tion of the information which it contains.
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104.—(1) The Secretary of State may by notice in writing Power to call
require .a person who is authorised to carry on investment busi. for )
ness by virtue of section 22, 24, 25 or 31 above to furnish him information.

with such information as he may reasonably require for the
exercise of his functions ynder this Act.

(2) The Secretary of State may by notice in writing require
a recognised self-regulating organisation, recognised professional
body, recognised investment exchange or recognised clearing
house to furnish him with such information as he may reasonably
require for the exercise of his functions under this Act.

(3) The Secretary of State may require any information which
he requires under this section to be furnished within such reason-
able time and verified in such manner as he may specify.

(4) Sections 60, 61 and 62 above shall have effect in relation
to a contravention of a requirement imposed under subsection
(1) above as they have effect in relation to a contravention of the
provisions to which those sections apply.

105.—(1) The powers of the Secretary of State under this sec- Investigation
tion shall be exercisable in any case in which it appears to him POWer

that there is good reason to do so for the purpose of investigating
the affairs, or any aspect of the affairs, of any person so far as
relevant to any investment business which he is or was carrying
on or appears to the Secretary of State to be or to have been
carrying on.

(2) Those powers shall not be exercisable for the purpose of
investigating the affairs of any exempted person unless he is an
appointed representative or the investigation is in respect of in-
vestment business in respect of which he is not an exempted per-
son and shall not be exercisable for the purpose of investigating

D
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the affairs of a member of a recognised self-regulating organisa-
tion or a person certified by a recognised professional body in
respect of investment business in the carrying on of which he
is subject to its rules unless—

(a) that organisation or body has requested the Secretary
of State to investigate those affairs ; or

(b) it appears to him that the organisation or body is unable
or unwilling to investigate them in a satisfactory man-
ner.

(3) The Secretary of State may require the person whose affairs
are to be investigated (““ the person under investigation ) or any
connected person to attend before the Secretary of State at a
specified time and place and answer questions or otherwise fur-
nish information with respect to any matter relevant to the
investigation.

(4) The Secretary of State may require the person under inves-
tigation or any other person to produce at a specified time and
place any specified documents which appear to the Secretary of
State to relate to any matter relevant to the investigation ; and—

(a) if any such documents are produced, the Secretary of
State may take copies or extracts from them or require
the person producing them or any connected person to
provide an explanation of any of them ;

(b) if any such documents are not produced, the Secretary
of State may require the person who was required to
produce them to state, to the best of his knowledge
and belief, where they are.

(5) A statement by a person in compliance with a require-
ment imposed by virtue of this section may be used in evidence
against him.

(6) A person shall not under this section be required to dis-
close any information or produce any document which he would
be entitled to refuse to disclose or produce on grounds of legal
professional privilege in proceedings in the High Court or on
grounds of confidentiality as between client and professional
legal adviser in proceedings in the Court of Session except that
a lawyer may be required to furnish the name and address of his
client.

(7) The Secretary of State shall not require a recognised bank
or licensed institution within the meaning of the Banking Act
1979 to disclose any information or produce any document
relating to the affairs of a customer unless the Secretary of State
considers it necessary to do so for the purpose of investigating
any investment business carried on, or appearing to the Secretary
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of State to be carried on or to have been carried on, by the bank,
institution or customer or, if the customer is a related company
of the person under investigation, by that person.

(8) Where a person claims a lien on a document its production
under this section shall be without prejudice to the lien.

(9) In this section—

“ connected person”, in relation to any other person
means—

(@) any person who is or was that other person’s
partner, employee, agent, appointed representative,
banker, auditor or solicitor ; and

(b) where the other person is a body corporate,
any person who is or was a director, secretary or
controller of that body corporate or of another body
corporate of which it is or was a subsidiary ; and

(c) where the other person is an unincorporated
association, any person who is or was a member of
the governing body or an officer or controller of the
association ; and

(d) where the other person is an appointed repre-
sentative, any person who is or was his principal ; and

(e) where the other person is the person under
investigation (being a body corporate), any related
company of that body corporate and any person who
is a connected person in relation to that company ;

“ documents ” includes information recorded in any form
and, in relation to information recorded otherwise than
in legible form, references to its production include ref-
erences to producing a copy of the information in
legible form ;

“related company ", in relation to a person under investi-
gation (being a body corporate), means any other body
corporate which is or at any material time was—

(a) a holding company or subsidiary of the person
under investigation ;
(b) a subsidiary of a holding company of that
person ; or :
(c) a holding company of a subsidiary of that
person,
and whose affairs it is in the Secretary of State’s opinion
necessary to investigate for the purpose of investigating
the affairs of that person.

(100 Any person who without reasonable excuse fails to com-
ply with a requirement imposed on him under this section shall
D2
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be guilty of an offence and liable on summary conviction to
imprisonment for a term not exceeding six months or to a fine
not exceeding the fifth level on the standard scale or to both.

106.—(1) The Secretary of State may authorise any officer of
his or any other competent person to exercise on his behalf all
or any of the powers conferred by section 105 above but no
such authority shall be granted except for the purpose of in-
vestigating the affairs, or any aspects of the affairs, of a person
specified in the authority.

(2) No person shall be bound to comply with any requirement
imposed by a person exercising powers by virtue of an authority
granted under this section unless he has, if required to do so,
produced evidence of his authority.

(3) Where the Secretary of State authorises a person other
than one of his officers to exercise any powers by virtue of this
section that person shall make a report to the Secretary of State
in such manner as he may require on the exercise of those
powers and the results of exercising them.

CHAPTER XI
AUDITORS

107.—(1) The Secretary of State may make rules requiring a
a person who is authorised to carry on investment business by
virtue of section 25 or 31 above and who, apart from the rules,
is not required by or under any enactment to appoint an auditor
to appoint as an auditor a person satisfying such conditions as to
qualifications and otherwise as may be specified in or imposed
under the rules.

(2) Rules under this section may make provision—

(a) specifying the manner in which and the time within
which an auditor is to be appointed ;

(b) requiring the Secretary of State to be notified of any
such appointment and enabling the Secretary of State
to make an appointment if no appointment is made or
notified as required by the rules ;

(c) with respect to the remuneration of an auditor appointed
under the rules ;

(d) with respect to the term of office, removal and resigna-
tion of any such auditor ;

(e) requiring any such auditor who is removed, resigns or is
not reappointed to notify the Secretary of State whether
there are any circumstances connected with his ceasing
to hold office which he considers should be brought to
the Secretary of State’s attention.



Financial Services Act 1986 c. 60 91

(3) An auditor appointed under the rules shall in accordance  PartI
with the rules examine and report on the accounts of the author- Cuaprer X1
ised person in question and shall for that purpose have such duties
and powers as are specified in the rules.

108.—(1) If in any case it appears to the Secretary of State Power to
that there is good reason to do so he may direct any person who “%“‘fe second
is authorised to carry on investment business by virtue of section 34“

25 or 31 above to submit for further examination by a person
approved by the Secretary of State—

(a) any accounts on which that person’s auditor has re-
ported or any information given under section 52 or
104 above which has been verified by that auditor ; or

(b) such matters contained in any such accounts or infor-
mation as are specified in the direction ;

and the person making the further examination shall report his
conclusions to the Secretary of State.

(2) Any further examination and report required by a direc-
tion under this section shall be at the expense of the authorised
person concerned and shall be carried out and made within such
time as is specified in the direction or within such further time
as the Secretary of State may allow.

(3) The person carrying out an examination under this section
shall have all the powers that were available to the auditor;
and it shall be the duty of the auditor to afford him all such
assistance as he may require.

(4) Where a report made under this section relates to accounts
which under any enactment are required to be sent to or made
available for inspection by any person or to be delivered for
registration, the report, or any part of it (or a note that such a
report has been made) may be similarly sent, made available
or delivered by the Secretary of State.

109.—(1) No duty to which an auditor of an authorised person Communica-
may be subject shall be regarded as contravened by reason of tion by
his communicating in good faith to the Secretary of State, whe- a“gg_;l"s:“h
ther or not in response to a request from him, any information authomne?:
or opinion on a matter of which the auditor has become aware
in his capacity as auditor of that person and which is relevant

to any functions of the Secretary of State under this Act.

(2) If it appears to the Secretary of State that any auditor or
class of auditor to whom subsection (1) above applies is not
subject to satisfactory rules made or guidance issued by a pro-
fessional body specifying circumstances in which matters are
to be communicated to the Secretary of State as mentioned in
that subsection the Secretary of State may himself make rules

D3
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applying to that auditor or that class of auditor and specifying
such circumstances ; and it shall be the duty of an auditor to
whom the rules made by the Secretary of State apply to com-
municate a matter to the Secretary of State in the circumstances
specified by the rules.

(3) The matters to be communicated to the Secretary of State
in accordance with any such rules or guidance may include mat-
ters relating to persons other than the authorised person.

(4) No such rules as are mentioned in subsection (2) above
shall be made by the Secretary of State unless a draft of them
has been laid before and approved by a resolution of each
House of Parliament.

(5) This section applies to—

(a) the communication by an auditor to a recognised self-
regulating organisation or recognised professional body
of matters relevant to its function of determining
whether a person is a fit and proper person to carry on
investment business ; and

(b) the communication to such an organisation or body
or any other authority or person of matters relevant to
its or his function of determining whether a person is
complying with the rules applicable to his conduct of
investment business,

as it applies to the communication to the Secretary of State of
matters relevant to his functions under this Act.

110.—(1) A person incorporated or having his head office out-
side the United Kingdom who is authorised as mentioned in
subsection (1) of section 107 above may, whether or not he is
required to appoint an auditor apart from the rules made under
that subsection, appoint an auditor in accordance with those
rules in respect of the investment business carried on by him in
the United Kingdom and in that event that person shall be treated
for the purposes of this Chapter as the auditor of that person.

(2) In the case of a person to be appointed as auditor of a
person incorporated or having his head office outside the United
Kingdom the conditions as to qualifications imposed by or
ander the rules made under that section may be regarded as
satisfied by qualifications obtained outside the United Kingdom
which appear to the Secretary of State to be equivalent.

(3) A person incorporated or having his head office outside the
United Kingdom shall not be regarded for the purposes of sec-
tion 25 above as a fit and proper person to carry on investment
business unless—
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(@) he has appointed an auditor in accordance with rules
made under section 107 above in respect of the invest-
ment business carried on by him in the United King-
dom ; or

(b) he has an auditor having qualifications, powers and
duties appearing to the Secretary of State to be equiva-
lent to those applying to an auditor appointed in ac-
cordance with those rules,

and, in either case, the auditor is able and willing to communi-
cate with the Secretary of State and other bodies and persons
as mentioned in section 109 above.
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111.—(1) Any authorised person and any officer, controller Offences and
or manager of an authorised person, who knowingly or reck- enforcement.

lessly furnishes an auditor appointed under the rules made
under section 107 or a person carrying out an examination under
section 108 above with information which the auditor or that
person requires or is entitled to require and which is false or
misleading in a material particular shall be guilty of an offence
and liable—

(@) on conviction on indictment, to imprisonment for a
term not exceeding two years or to a fine or to both ;

(b) on summary conviction, to imp:isonment for a term
not exceeding six months or to a fine not exceeding
the statutory maximum or to both.

(2) The duty of an auditor under section 108(3) above shall
be enforceable by mandamus or, in Scotland, by an order for

specific performance under section 91 of the Court of Session
Act 1868.

(3) If it appears to the Secretary of State that an auditor has
failed to comply with the duty mentioned in section 109(2)
above, the Secretary of State may disqualify him from being
the auditor of an authorised person or any class of authorised
person ; but the Secretary of State may remove any disqualifica-
tion imposed under this subsection if satisfied that the person in
question will in future comply with that duty.

(4) An authorised person shall not appoint as auditor a
person disqualified under subsection (3) above; and a person
who is an authorised person by virtue of membership of a
recognised self-regulating organisation or certification by a
recognised professional body who contravenes this subsection
shall be treated as having contravened the rules of the organisa-
tion or body.

D4
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CHAPTER XII
FEES

112.—(1) An applicant for a recognition order under Chapter
III or IV of this Part of this Act shall pay such fees in respect
of his application as may be required by a scheme made and pub-
lished by the Secretary of State ; and no application for such an
order shall be regarded as duly made unless this subsection is
complied with.

(2) A scheme made for the purposes of subsection (1) above
shall specify the time when the fees are to be paid and may—

(@) provide for the determination of the fees in accordance
with a specified scale or other specified factors ;

(b) provide for the return or abatement of any fees where
an application is refused or withdrawn ; and

(c) make different provision for different cases.

(3) Any scheme made for the purposes of subsection (1) above
shall come into operation on such date as is specified in the
scheme (not being earlier than the day on which it is first
published) and shall apply to applications made on or after the
date on which it comes into operation.

(4) The power to make a scheme for the purposes of sub-
section (1) above includes power to vary or revoke a previous
scheme made under those provisions.

(5) Every application under section 26, 77 or 88 above shall
be accompanied by the prescribed fee and every notice given
to the Secretary of State under section 32, 86(2) or 87(3) above
shall be accompanied by such fee as may be prescribed ; and
no such application or notice shall be regarded as duly made or
given unless this subsection is complied with.

113.—(1) Every recognised self-regulating organisation, recog-
nised professional body, recognised investment exchange and
recognised clearing house shall pay such periodical fees to the
Secretary of State as may be prescribed.

(2) So long as a body is authorised under section 22 above
to carry on insurance business which is investment business it
shall pay to the Secretary of State such periodical fees as may
be prescribed.

(3) So long as a society is authorised under section 23 above
to carry on investment business it shall—

(a) if it is authorised by virtue of subsection (1) of that
section, pay to the Chief Registrar of friendly societies
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such periodical fees as he may by regulations specify ;
and

(o) if it is authorised by virtue of subsection (2) of that
section, pay to the Registrar of Friendly Societies for
Northern Ireland such periodical fees as he may by
regulations specify.

(4) A person who is an authorised person by virtue of section
25 or 31 above shall pay such periodical fees to the Secretary of
State as may be prescribed.

(5) 1f a person fails to pay any fee which is payable by him
under subsection (4) above the Secretary of State may serve on
him a written notice requiring him to pay the fee within twenty-
eight days of service of the notice ; and if the fee is not paid
within that period that person’s authorisation shall cease to have
effect unless the Secretary of State otherwise directs.

(6) A direction under subsection (5) above may be given so as
to have retrospective effect; and the Secretary of State may
under that subsection direct that the person in question shall
continue to be an authorised person only for such period as is
specified in the direction.

(7) Subsection (5) above is without prejudice to the recovery
of any fee as a debt due to the Crown.

(8) The manager of each authorised unit trust scheme and
the operator of each recognised scheme shall pay such periodical
fees to the Secretary of State as may be prescribed.

CuAPTER XIII

TRANSFER OF FUNCTIONS TO DESIGNATED AGENCY

114.—(1) If it appears to the Secretary of State—
(@) that a body corporate has been established which is
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able and willing to discharge all or any of the func- designated

tions to which this section applies ; and
(b) that the requirements of Schedule 7 to this Act are
satisfied in the case of that body, -
he may, subject to the provisions of this section and Chapter
XIV of this Part of this Act, make an order transferring all or
any of those functions to that body.

(2) The body to which functions are transferred by the first
order made under subsection (1) above shall be the body known
as The Securities and Investments Board Limited if it appears to
the Secretary of State that it is able and willing to discharge
them, that the requirements mentioned in paragraph (b) of that

agency.
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subsection are satisfied in the case of that body and that he is not
precluded from making the order by the subsequent provisions
of this section or Chapter XIV of this Part of this Act.

(3) An order under subsection (1) above is in this Act referred
to as “ a delegation order ” and a body to which functions are
transferred by a delegation order is in this Act referred to as
“a designated agency .

(4) Subject to subsections (5) and (6) below, this section applies
to any functions of the Secretary of State under Chapters II to
XII of this Part of this Act and to his functions under para-
graphs 23 and 25(2) of Schedule 1 and paragraphs 4, 5 and 15 of
Schedule 15 to this Act.

(5) This section does not apply to any functions under—
(@) section 31(4);
(b) section 46 ;
(c) section 48(8);
(d) section 58(3);
(e) section 86(1) or 87(1);
(f) section 96 ;
(g) section 109(2) above.

(6) This section does not apply to the making or revocation
of a recognition order in respect of an overseas investment ex-
change or overseas clearing house or the making of an applica-
tion to the court under section 12 above in respect of any such
exchange or clearing house.

(7 Any function may be transferred by a delegation order
either wholly or in part.

(8) In the case of a function under section 6 or 72 or a func-
tion under section 61 which is exercisable by virtue of subsection
(1)(a)(ii) or (iii) of that section, the transfer may be subject to a
reservation that it is to be exercisable by the Secretary of State
concurrently with the designated agency and any transfer of a
function under section 94, 105 or 106 shall be subject to such a
reservation.

(9) The Secretary of State shall not make a delegation order
transferring any function of making rules or regulations to a
designated agency unless—

(@) the agency has furnished him with a copy of the rules
and regulations which it proposes to make in the exer-
cise of those functions ; and

(b) he is satisfied that those rules and regulations will
afford investors an adequate level of protection and,
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in the case of such rules and regulations as are men-
tioned in Schedule 8 to this Act, comply with the
principles set out in that Schedule.

(10) The Secretary of State shall also before making a dele-
gation order transferring any functions to a designated agency
require it to furnish him with a copy of any guidance intended
to have continuing effect which it proposes to issue in writing
or other legible form and the Secretary of State may take any
such guidance into account in determining whether he is satisfied

as mentioned in subsection (9)(b) above.

(11) No delegation order shall be made unless a draft of
it has been laid before and approved by a resolution of each
House of Parliament.

(12) In this Act references to guidance issued by a designated
agency are references to guidance issued or any recommendation
made by it which is issued or made to persons generally or to
any class of persons, being, in either case, persons who are or
may be subject to rules or regulations made by it, or who are
or may be recognised or authorised by it, in the exercise of its
functions under a delegation order.

115.
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the consent of a designated agency make an order resuming all of transferred
or any of the functions transferred to the agency by a delegation functions.

order.

(2) The Secretary of State may, in the circumstances men-
tioned in subsection (3), (4) or (5) below, make an order
resuming—

(a) all the functions transferred to a designated agency by
a delegation order ; or

(b) all, all legislative or all administrative functions trans-
ferred to a designated agency by a delegation order so
far as relating to investments or investment business
of any class.

(3) An order may be made under subsection (2) above if at
any time it appears to the Secretary of State that any of the
requirements of Schedule 7 to this Act are not satisfied in the
case of the agency.

(4) An order may be made under subsection (2) above as
respects functions relating to any class of investment or invest-
ment business if at any time it appears to the Secretary of State
that the agency is unable or unwilling to discharge all or any
of the transferred functions in respect of all or any investments
or investment business falling within that class.
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(5) Where the transferred functions consist of or include any
functions of making rules or regulations an order may be made
under subsection (2) above if at any time it appears to the Sec-
retary of State that the rules or regulations made by the agency
do not satisfy the requirements of section 114(9)(b) above.

(6) An order under subsection (1) above shall be subject to
annulment in pursuance of a resolution of either House of Parlia-
ment; and no other order shall be made under this section
unless a draft of it has been laid before and approved by a
resolution of each House of Parliament.

(7) In subsection (2)(b) above—

(@) “legislative functions ” means functions of making
rules or regulations ;

(b) “administrative functions ” means functions other than
legislative functions ;

but the resumption of legislative functions shall not deprive a
designated agency of any function of prescribing fees to be paid
or information to be furnished in connection with administrative
functions retained by the agency; and the resumption of
administrative functions shall extend to the function of pre-
scribing fees to be paid and information to be furnished in con-
nection with those administrative functions.

116. Schedule 9 to this Act shall have effect as respects the
status of a designated agency and the exercise of the functions
transferred #o it by a delegation order.

117.—(1) A designated agency shall at least once in each year
for which the delegation order is in force make a report to the
Secretary of State on the discharge of the functions transferred
to it by the order and on such other matters as the order may

require.
(2) The Secretary of State shall lay before Parliament copies of
each report received by him under this section.

(3) The Secretary of State may give directions to a designated
agency with respect to its accounts and the audit of its accounts ;
and it shall be the duty of the agency to comply with the direc-
tions.

(4) Subsection (3) above shall not apply to a designated agency
which is a company to which section 227 of the Companies Act
1985 applies ; but the Secretary of State may require any desig-
nated agency (whether or not such 2 company) to comply with
any provisions of that Act which would not otherwise apply

to it or direct that any provision of that Act shall apply to the
agency with such modifications as are specified in the direction ;
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and it shall be the duty of the agency to comply with any such  pasr1
requirement or direction. : CuarTEr XTI

(5) In subsection (4) above the references to the Companies
Act 1985 and section 227 of that Act include references to the
corresponding Northern Ireland provisions.

118.—(1) A delegation order shall not affect anything pre- Transitional
viously done in the exercise of a function which is transferred and
by the order ; and any order resuming a function shall not affect supplementary
anything previously done by the designated agency in the exer- Provisions.
cise of a function which is resumed.

(2) A delegation order and an order resuming any functions
transferred by a delegation order may contain, or the Secretary
of State may by a separate order under this section make, such
transitional and other supplementary provisions as he thinks
necessary or expedient in connection with the delegation order
or the order resuming the functions in question.

(3) The provisions that may be made under subsection (2)
above in connection with a delegation order include, in par-
ticular, provisions—

(@) for modifying or excluding any provision of this Act in
its application to any function transferred by the order ;

(b) for applying to a designated agency, in connection with
any such function, any provision applying to the Secre-
tary of State which is contained in or made under any
other enactment ;

(c) for the transfer of any property, rights or liabilities from
the Secretary of State to a designated agency ;

(d) for the carrying on and completion by a designated
agency of anything in process of being done by the
Secretary of State when the order takes effect ; and

(e) for the substitution of a designated agency for the Secre-
tary of State in any instrument, contract or legal pro-
ceedings.

(4) The provisions that may be made under subsection (2)
above in connection with an order resuming any functions in-
clude, in particular, provisions—

(a) for the transfer of any property, rights or liabilities
from the agency to the Secretary of State ;

(b) for the carrying on and completion by the Secretary of
State of anything in process of being done by the
agency when the order takes effect ;
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(c) for the substitution of the Secretary of State for the
agency in any instrument, contract or legal proceed-
ings ; and

(@) in a case where some functions remain with the agency,
for modifying or excluding any provision of this Act
in its application to any such functions.

(5) In a case where any function of a designated agency is
resumed and is to be immediately transferred by a delegation
order to another designated agency, the provisions that may
be made under subsection (2) above may include provisions
for any of the matters mentioned in paragraphs (a) to (c) of
subsection (4) above, taking references to the Secretary of State
as references to that other agency.

(6) Any order under this section shall be subject to annul-
ment in pursuance of a resolution of either House of Parliament.

CHAPTER XIV
PREVENTION OF RESTRICTIVE PRACTICES

Examination of rules and practices

119.—(1) The Secretary of State shall not make a recognition
order in respect of a self-regulating organisation, investment ex-
change or clearing house unless he is satisfied that—

(a) the rules and any guidance of which copies are fur-
nished with the application for the order ; and

(b) in the case of an investment exchange, any arrange-
ments of which particulars are furnished with the ap-
plication,

do not have, and are not intended or likely to have, to any sig-
nificant extent the effect of restricting, distorting or preventing
competition or, if they have or are intended or likely to have that
effect to any significant extent, that the effect is not greater than
is necessary for the protection of investors.

(2) The powers conferred by subsection (3) below shall be
exercisable by the Secretary of State if at any time it appears
to him that—

(a) any rules made or guidance issued by a recognised self-
regulating organisation, investment exchange or clear-
ing house or any clearing arrangements made by a re-
cognised clearing house ;

(b) any practices of any such organisation, exchange or
clearing house ; or
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(¢) any practices of persons who are members of, or other-
wise subject to the rules made by, any such organisa-
tion, exchange or clearing house,

have, or are intended or likely to have, to a significant extent the
effect of restricting, distorting or preventing competition and that
that effect is greater than is necessary for the protection of
investors.

(3) The powers exercisable under this subsection are—

(@) to revoke the recognition order of the organisation, ex-
change or clearing house ;

(b) to direct it to take specified steps for the purpose of
securing that the rules, guidance, arrangements or prac-
tices in question do not have the effect mentioned in
subsection (2) above ;

(c) to make alterations in the rules for that purpose ;

and subsections (2) to (5), (7) and (9) of section 11 above shall
have effect in relation to the revocation of a recognition order
under this subsection as they have effect in relation to the revo-
cation of such an order under subsection (1) of that section.

(4) Subsection (3)(c) above does not apply to an overseas
investment exchange or overseas clearing house.

(5) The practices referred to in paragraph (b) of subsection
(2) above are practices of the organisation, exchange or clear-
ing house in its capacity as such, being, in the case of a clearing
house, practices in respect of its clearing arrangements ; and the
practices referred to in paragraph (c) of that subsection are
practices in relation to business in respect of which the persons
in question are subject to the rules of the organisation, ex-
change or clearing house and which are required or contemplated
by its rules or guidance or otherwise attribut#ble to its conduct
in its capacity as such.

120.
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(1) This section applies instead of section 119 above Modification

where the function of making or revoking a recognition order in of s. 119

respect of a self-regulating organisation, investment exchange or
clearing house is exercisable by a designated agency.

(2) The designated agency—

(a) shall send to the Secretary of State a copy of the rules
and of any guidance or arrangements of which copies
or particulars are furnished with any application made
to the agency for a recognition order together with any
other information supplied with or in connection with
the application ; and

where

recognition
function is
transferred.
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(b) shall not make the recognition order without the leave
of the Secretary of State ;

and he shall not give leave in any case in which he would (apart
from the delegation order) have been precluded by section 119(1)
above from making the recognition order.

(3) A designated agency shall send the Secretary of State a
copy of any notice received by it under section 14(6) or 41(5) or
(6) above.

(4) If at any time it appears to the Secretary of State in the
case of a recognised self-regulating organisation, recognised in-
vestment exchange or recognised clearing house that there are
circumstances such that (apart from the delegation order) he
would have been able to exercise any of the powers conferred by
subsection (3) of section 119 above he may, notwithstanding the
delegation order, himself exercisg the power conferred by para-
graph (a) of that subsection or wirect the designated agency to

_exercise the power conferred by paragraph (b) or (c) of that sub-

section in such manner as he may specify.

121.—(1) The Secretary of State shall not make a delegation
order transferring any function to a designated agency unless he is
satisfied that any rules, regulations and guidance of which copies
are furnished to him under section 114(9) or (10) above do not
have, and are not intended or likely to have, to any significant
extent the effect of restricting, distorting or preventing competi-
tion or, if they have or are intended or likely to have that effect
to any significant extent, that the effect is not greater than is
necessary for the protection of investors.

(2) The powers conferred by subsection (3) below shall be
exercisable by the Secretary of State if at any time it appears
to him that—

(@) any rules or regulations made by a designated agency
in the exercise of functions transferred to it by a
delegation order or any guidance issued by a designated
agency ;

(b) any practices of a designated agency ; or

(c) any practices of persons who are subject to rules or
regulations made by it in the exercise of those func-
tions,

have, or are intended or are likely to have, to any significant
extent the effect of restricting, distorting or preventing competi-
tion and that that effect is greater than is necessary for the
protection of investors.

(3) The powers exercisable under this subsection are—
(a) to make an order in respect of the agency under section
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115(2) above as if the circumstances were such as are
there mentioned ; or

(b) to direct the agency to take specified steps for the
purpose of securing that the rules, regulations, guid-
ance or practices in question do not have the effect
mentioned in subsection (2) above.

(4) The practices referred to in paragraph (b) of subsection
(2) above are practices of the designated agency in its capacity
as such ; and the practices referred to in paragraph (c¢) of that
subsection are practices in relation to business in respect of
which the persons in question are subject to any such rules or
regulations as are mentioned in paragraph (a) of that subsection
and which are required or contemplated by those rules or regula-
tions or by any such guidance as is there mentioned or are other-
wise attributable to the conduct of the agency in its capacity
as such.

Consultation with Director General of Fair Trading

122.—(1) The Secretary of State shall before deciding—
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(@) whether to refuse to make, or to refuse leave for the General of
making of, a recognition order in pursuance of section Fair Trading.

119(1) or 120(2) above ; or

(b) whether he is precluded by section 121(1) above from
making a delegation order,

send to the Director General of Fair Trading (in this Chapter
referred to as “ the Director ”) a copy of the rules and regulations
and of any guidance or arrangements which the Secretary of State
is required to consider in making that decision together with such
other information as the Secretary of State considers will assist
the Director in discharging his functions under subsection (2)
below.

(2) The Director shall report to the Secretary of State whether,
in his opinion, the rules, regulations, guidance or arrangements
- of which copies are sent to him under subsection (1) above have,
or are intended or likely to have, to any significant extent the
effect of restricting, distorting, or preventing competition and, if
so, what that effect is likely to be ; and in making any such deci-
sion as is mentioned in that subsection the Secretary of State
shall have regard to the Director’s report.

(3) The Secretary of State shall send the Director copies of
any notice received by him under section 14(6), 41(5) or (6) or
120(3) above or under paragraph 4 of Schedule 9 to this Act
together with such other information as the Secretary of State
considers will assist the Director in discharging his functions
under subsections (4) and (5) below.
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(4) The Director shall keep under review—

(@) the rules, guidance, arrangements and regulations men-
tioned in section 119(2) and 121(2) above ; and

(b) the matters specified in the notices of which copies are
sent to him under subsection (3) above ;

and if at any time he is of the opinion that any such rules,
guidance, arrangements, regulations or matters, or any such
rules, guidance, arrangements or regulations taken together with
any such matters, have, or are intended or likely to have, to any
significant extent the effect mentioned in subsection (2) above,
he shall make a report to the Secretary of State stating his opin-
ion and what that effect is or is likely to be.

(5) The Director may report to the Secretary of State his
opinion that any such matter as is mentioned in subsection
(4)(b) above does not in his opinion have, and is not intended
or likely to have, to any significant extent the effect mentioned
in subsection (2) above.

(6) The Director may from time to time consider whether any
such practices as are mentioned in section 119(2) or 121(2)
above have, or are intended or likely to have, to any significant
extent the efiect mentioned in subsection (2) above and, if so,
what that effect is or is likely to be; and if he is of that opinion
he shall make a report to the Secretary of State stating his
opinion and what the effect is or is likely to be.

(7) The Secretary of State shall not exercise his powers under
section 119(3), 120(4) or 121(3) above except after receiving and
considering a report from the Director under subsection (4) or
(6) above.

(8) The Director may, if he thinks fit, publish any report made
by him under this section but shall exclude from a published
report, so far as practicable, any matter which relates to the
affairs of a particular person (other than the self-regulating organ-
isation, investment exchange, clearing house or designated agency
concerned) the publication of which would or might in his
opinion seriously and prejudicially affect the interests of that
person.

123.—(1) For the purpose of investigating any matter with a
view to its consideration under section 122 above the Director
may by a notice in writing—

(a) require any person to produce, at a time and place
specified in the notice, to the Director or to any person
appointed by him for the purpose, any documents
which are specified or described in the notice and
which are documents in his custody or under his con-
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trol and relating to any matter relevant to the investi-
gation ; or

(b) require any person carrying on any business to furnish
to the Director such information as may be specified
or described in the notice, and specify the time within
which, and the manner and form in which, any such
information is to be furnished.

(2) A person shall not under this section be required to pro-
duce any document or disclose any information which he would
be entitled to refuse to produce or disclose on grounds of legal
professional privilege in proceedings in the High Court or on
grounds of confidentiality as between client and professional
legal adviser in proceedings in the Court of Session.

(3) Subsections (5 to (8) of section 85 of the Fair Trading
Act 1973 (enforcement provisions) shall apply in relation to a
notice under this section as they apply in relation to a notice
under subsection (1) of that section.

Consequential exemptions from competition law
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124.—(1) For the purpose of determining whether a mono- The Fair
poly situation within the meaning of the Fair Trading Act 1973 Trading Act

exists by reason of the circumstances mentioned in section !

7(1)(c) of that Act, no account shall be taken of—

(a) the rules made or guidance issued by a recognised self-
regulating organisation, recognised investment ex-
change or recognised clearing house or any conduct
constituting such a practice as is mentioned in section
119(2) above ;

(b) any clearing arrangements or any conduct required or
contemplated by any such arrangements ; or

(¢) the rules or regulations made or guidance issued by a
designated agency in the exercise of functions trans-
ferred to it by a delegation order or any conduct
constituting such a practice as is mentioned in section
121(2) above.

(2) Where a recognition order is revoked there shall be dis-
regarded for the purpose mentioned in subsection (1) above any
such conduct as is mentioned in that subsection which occurred
while the order was in force.

(3) Where on a monopoly reference under section 50 or 51
of the said Act of 1973 falling within section 49 of that Act
the Monopolies and Mergers Commission find that a mono-
poly situation within the meaning of that Act exists and—

(@) that the person (or, if more than one, any of the per-
sons) in whose favour it exists is subject to the rules
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ParT I of a recognised self-regulating organisation, recognised
CHAPTER XTIV investment exchange or recognised clearing house or
to the rules or regulations made by a designated
agency in the exercise of functions transferred to it
by a delegation order; or

(b) that any such person’s conduct in carrying on any
business to which those rules or regulations relate is
the subject of guidance issued by such an organisation,

exchange, clearing house or agency ; or

(c) that any such person is a party to any clearing arrange-
ments ; or

(d) that the person (or, if more than one, any of the per-
sons) in whose favour the monopoly situation exists
is such an organisation, exchange or clearing house
as is mentioned in paragraph (a) above or a designated
agency,

the Commission, in making their report on that reference, shall
exclude from their consideration the question whether the rules,
regulations, guidance or clearing arrangements or any acts or
omissions of such an organisation, exchange, clearing house or
agency as is mentioned in paragraph (d) above in its capacity as
such operate, or may be expected to operate, against the public
interest ; and section 54(3) of that Act shall have effect subject to
the provisions of this subsection.

The Restrictive  125.—(1) The Restrictive Trade Practices Act 1976 shall not

Xfad'-" Practices apply to any agreement for the constitution of a recognised self-

ct 1976. regulating organisation, recognised investment exchange or

1976 c. 34. recognised clearing house, including any term deemed to be
contained in it by virtue of section 8(2) or 16(3) of that Act.

(2) The said Act of 1976 shall not apply to any agreement
the parties to which consist of or include—
(@) any such organisation, exchange or clearing house as
is mentioned in subsection (1) above ; or

(b) a person who is subject to the rules of any such organis-
ation, exchange or clearing house or to the rules or
regulations made by a designated agency in the exer-
cise of functions transferred to it by a delegation
order,

by reason of any term the inclusion of which in the agreement
is required or contemplated by the rules, regulations or guidance
of that organisation, exchange, clearing house or agency.

(3) The said Act of 1976 shall not apply to any clearing
arrangements or to any agreement between a recognised in-
vestment exchange and a recognised clearing house by reason
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of any term the inclusion of which in the agreement is required
or contemplated by any clearing arrangements.

(4) Where the recognition order in respect of a self-regulating
organisation, investment exchange or clearing house is revoked
the foregoing provisions shall have effect as if the organisation,
exchange or clearing house had continued to be recognised until
the end of the period of six months beginning with the day on
which the revocation takes effect.

(5) Where an agreement ceases by virtue of this section to be
subject to registration—

(@) the Director shall remove from the register maintained
by him under the said Act of 1976 any particulars
which are entered or filed in that register in respect of
the agreement ; and

(b) any proceedings in respect of the agreement which are
pending before the Restrictive Practices Court shall
be. discontinued.

(6) Where an agreement which has been exempt from regis-
tration by virtue of this section ceases to be exempt in conse-
quence of the revocation of a recognition order, the time within
which particulars of the agreement are to be furnished in accor-
dance with section 24 of and Schedule 2 to the said Act of 1976
shall be the period of one month beginning with the day on
which the agreement ceased to be exempt from registration.

(7) Where in the case of an agreement registered under the
said Act of 1976 a term ceases to fall within subsection (2) or (3)
above in consequence of the revocation of a recognition order
and particulars of that term have not previously been furnished
to the Director under section 24 of that Act, those particulars
shall be furnished to him within the period of one month be-
ginning with the day on which the term ceased to fall within
that subsection.
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(8) The Restrictive Trade Practices (Stock Exchange) Act 1984 c. 2.

1984 shall cease to have effect.

126.

(1) No course of conduct constituting any such practice The

as is mentioned in section 119(2) or 121(2) above shall con- Competition
stitute an anti-competitive practice for the purposes of the Com.- Act 1980.

petition Act 1980.

(2) Where a recognition order or delegation order is ravoked,
there shall not be treated as an anti-competitive practice for
the purposes of that Act any such course of conduct as is
mentioned in subsection (1) above which occurred while the
order was in force.

1980 c. 21,
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ParT I Recognised professional bodies
S:* ;;:;iﬁv 127.—(1) This section applies to—
of Restrictive (@) any agreement for the constitution of a recognised
Trade Practices professional body, including any term deemed to be
‘r‘e]c‘tgg%" contained in it by virtue of section 16(3) of the Res-
recognised trictive Trade Practices Act 1976 ; and
professional (b) any other agreement—
bodies. (i) the parties to which consist of or include such
1976 c. 34. a body, a person certified by such a body or a

member of such a body; and

(ii) to which that Act applies by virtue of any
term the inclusion of which in the agreement is re-
quired or contemplated by rules or guidance of that
body relating to the carrying on of investment busi-
ness by persons certified by it.

(2) If it appears to the Secretary of State that the restrictions
in an agreement to which this section applies—

(@) do not have, and are not intended or likely to have,
to any significant extent the effect of restricting, dis-
torting or preventing competition ; or

(b) if all or any of them have, or are intended or likely
to have, that effect to any significant extent, that the
effect is not greater than is necessary for the protec-
tion of investors,

he may give a direction to the Director requiring him not to
make an application to the Restrictive Practices Court under
Part I of the said Act of 1976 in respect of the agreement.

(3) If it appears to the Secretary of State that one or more
(but not all) of the restrictions in an agreement to which this
section applies—

(@) do not have, and are not intended or likely to have,
to any significant extent the effect mentioned in sub-
section (2) above ; or

(b) if they have, or are intended or likely to have, that
effect to any significant extent that the effect is not
greater than is necessary for the protection of in-
vestors,

he may make a declaration to that effect and give notice of it
to the Director and the Restrictive Practices Court.

(4) The Restrictive Practices Court shall not in any proceed-
ings begun by an application made after notice has been given
to it of a declaration under this section make any finding or
exercise any power under Part I of the said Act of 1976 in
relation to a restriction in respect of which the declaration has
effect.
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(5) The Director shall not make any application to the Restric-
tive Practices Court under Part I of the said Act of 1976 in
respect of any agreement to which this section applies unless—

(@) he has notified the Secretary of State of his intention to
do so; and

(b) the Secretary of State has either notified him that he
does not intend to give a direction or make a declara-
tion under this section or has given him notice of a
declaration in respect of it ;

and where the Director proposes to make any such application
he shall furnish the Secretary of State with particulars of the
agreement and the restrictions by virtue of which the said Act
of 1976 applies to it and such other information as he considers
will assist the Secretary of State in deciding whether to exercise
his powers under this section or as the Secretary of State may
request.

(6) The Secretary of State may—
(a) revoke a direction or declaration under this section ;
(b) vary any such declaration ; or

(¢) give a direction or make a declaration notwithstanding
a previous notification to the Director that he did not
intend to give a direction or make a declaration,

if he is satisfied that there has been a material change of circum-
stances such that the grounds for the direction or declaration
have ceased to exist, that there are grounds for a different declara-
tion or that there are grounds for giving a direction or making a
declaration, as the case may be.

(7) The Secretary of State shall give notice to the Director of
the revocation of a direction and to the Director and the Restric-

tive Practices Court of the revocation or variation of a declara-

tion; and no such variation shall have effect so as to restrict
the powers of the Court in any proceedings begun by an appli-
cation already made by the Director.

(8) A direction or declaration under this section shall cease to
have effect if the agreement in question ceases to be one to which
this section applies.

(9) This section applies to information provisions as it applies
to restrictions.

Supplemental
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PART 1
CHAPTER X1V

128.—(1) Before the Secretary of State exercises a power syppie-
under section 119(3)(b) or (c) above, his power to refuse leave mentary
under section 120(2) above or his power to give a direction under Provisions.

section 120(4) above in respect of a self-regulating organisation,
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PART I investment exchange or clearing house, or his power under
CuapTeR XIV section 121(3)(b) above in respect of a designated agency, he
shall—

(a) give written notice of his intention to do so to the
organisation, exchange, clearing house or agency and
take such steps (whether by publication or otherwise)
as he thinks appropriate for bringing the notice to the
attention of any other person who in his opinion is
likely to be affected by the exercise of the power ; and

(b) have regard to any representation made within such
time as he considers reasonable by the organisation,
exchange, clearing house or agency or by any such
other person.

(2) A notice under subsection (1) above shall give particulars
of the manner in which the Secretary of State proposes to exer-
cise the power in question and state the reasons for which he
proposes to act; and the statement of reasons may include
matters contained in any report received by him under section
122 above.

(3) Any direction given under this Chapter shall, on the appli-
cation of the person by whom it was given, be enforceable by
mandamus or, in Scotland, by an order for specific performance

1868 c. 100.  under section 91 of the Court of Session Act 1868.

(4) The fact that any rules or regulations made by a recognised
self-regulating organisation, investment exchange or clearing
house or by a designated agency have been altered by or pur-
suant to a direction given by the Secretary of State under this
Chapter shall not preclude their subsequent alteration or revoca-
tion by that organisation, exchange, clearing house or agency.

(5) In determining under this Chapter whether any guidance
has, or is likely to have, any particular effect the Secretary of
State and the Director may assume that the persons to whom it
is addressed will act in conformity with it.

Parr I1
INSURANCE BUSINESS

Application of  129. S_chec_'lule 10 to this Act shall have effect with respect to
investment the application of the foregoing provisions of this Act to regu-

35§iv?§is§ns i, lated insurance companies, that is to say—
regulated (a) insurancc_companies to which Part II of the Insurance
:‘,%snl;l[.:::ﬁ; Companies Act 1982 applies ; and
1982 c. 50, (b) insurance companies which are authorised persons by

virtue of section 31 above.
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130.—(1) Subject to subsections (2) and (3) below, no person  Part Il
shall— : Restriction on

(a) issue or cause to be issued in the United Kingdom an gggﬁ:é:g%?f

advertisement— insurance.
() inviting any person to enter or offer to enter
into a contract of insurance rights under which con-
stitute an investment for the purposes of this Act, or
(ii) containing information calculated to lead dir-
ectly or indirectly to any person doing so; or

(b) in the course of a business, advise or procure any
person in the United Kingdom to enter into such a
contract.

(2) Subsection (1) above does not apply where the contract
of insurance referred to in that subsection is to be with—
(a) a body authorised under section 3 or 4 of the Insurance 1982 c. 50.
Companies Act 1982 to effect and carry out such
contracts of insurance ;

(b) a body registered under the enactments relating to
friendly societies ;

(c) an insurance company the head office of which is in a
member State other than the United Kingdom and
which is entitled to carry on there insurance business
of the relevant class ;

(@) an insurance company which has a branch or agency
in such a member State and is entitled under the law
of that State to carry on there insurance business of the
relevant class ;

and in this subsection “ the relevant class ” means the class of
insurance business specified in Schedule 1 or 2 to the Insurance
Companies Act 1982 into which the effecting and carrying out of
the contract in question falls.

(3) Subsection (1) above also does not apply where—

(a) the contract of insurance referred to in that subsection
is to be with an insurance company authorised to
effect or carry out such contracts of insurance in any
country or territory which is for the time being desig-
nated for the purposes of this section by an order
made by the Secretary of State ; and

(b) any conditions imposed by the order designating the
country or territory have been satisfied.

(4) The Secretary of State shall not make an order designating
any country or territory for the purposes of this section unless
he is satisfied that the law under which insurance companies
are authorised and supervised in that country or territory affords
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PartIl  adequate protection to policy holders and potential policy holders
against the risk that the companies may be unable to meet their
liabilities ; and, if at any time it appears to him that the law of
a country or territory which has been designated under this
section does not satisfy that requirement, he may by a further
order revoke the order designating that country or territory.

(5) An order under this section shall be subject to annulment
in pursuance of a resolution of either House of Parliament.

(6) Subject to subsections (7) and (8) below, any person who
contravenes this section shall be guilty of an offence and liable—

(@) on conviction on indictment, to imprisonment for a
term not exceeding two years or to a fine or to both ;

(b) on summary conviction, to imprisonment for a term
not exceeding six months or to a fine not exceeding the
statutory maximum or to both.

(7) A person who in the ordinary course of a business other
than investment business issues an advertisement to the order
of another person shall not be guilty of an offence under this
section if he proves that the matters contained in the advertise-
ment were not (wholly or in part) devised or selected by him or
by any person under his direction or control and that he believed
on reasonable grounds after due enquiry that the person to whose
order the advertisement was issued was an authorised person.

(8) A person other than the insurance company with which
the contract of insurance is to be mads shall not be guilty of an
offence under this section if he proves that he believed on reason-
able grounds after due enquiry that subsection (2) or (3) above
applied in the case of the contravention in question.

Contracts 131.—(1) Where there has been a contravention of section 130

&ﬁfeaﬂ::i . above, then, subject to subsections (3) and (4) below—
of 5. 130. ° (@) the insurance company shall not be entitled to enforce

any contract of insurance with which the advertise-
ment, advice or procurement was concerned and which
was entered into after the contravention occurred ; and
(b) the other party shall ‘be entitled to recover any money
or other property paid or transferred by him under the
contract, together with compensation for any loss
sustained by him as a result of having parted with it.

(2) The compensation recoverable under subsection (1) above
shall be such as the parties may agree or as a court may, on
the application of either party, determine.

(3) In a case where the contravention referred to in subsectipn
(1) above was a contravention by the imsurance company with
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which the contract was made, the court may allow the contract
to be enforced or money or property paid or transferred under it
to be retained if it is satisfied—

(@) that the person against whom enforcement is sought or
who is seeking to recover the money or property was
not influenced, or not influenced to any material extent,
by the advertisement or, as the case may be, the advice
in making his decision to enter into the contract; or

(b) that the advertisement or, as the case may be, the
advice was not misleading as to the nature of the
company with which the contract was to be made or
the terms of the contract and fairly stated any risks
involved in entering into it.

(4) In a case where the contravention of section 130 above
referred to in subsection (1) above was a contravention by a
person other than the insurance company with which the con-
tract was made the court may allow the contract to be enforced
or money or property paid or transferred under it to be retained
if it is satisfied that at the time the contract was made the
company had no reason to believe that any contravention of
section 130 above had taken place in relation to the contract.

(5) Where a person elects not to perform a contract which by
virtue of subsection (1) above is unenforceable against him or
by virtue of that subsection recovers money paid or other
property transferred by him under a contract he shall not be
entitled to any benefits under the contract and shall repay any
money and return any other property received by him under
the contract.

(6) Where any property transferred under a contract to which
this section applies has passed to a third party the references to
that property in this section shall be construed as references
to its value at the time of its transfer under the contract.

(7) A contravention of section 130 above by an authorised
person shall be actionable at the suit of any person who suffers
loss as a result of the contravention.

(8) Section 61 above shall have effect in relation to a con-
travention or proposed contravention of section 130 above as
it has effect in relation to a contravention or proposed contra-
vention of section 57 above.

132.
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Parr Il

(1) Subject to subsection (3) below, a contract of insur- lnsurance

ance (not being an agreement to which section 5(1) above contracts

applies) which is entered into by a person in the course of carry-

ected in
contravention

ing on insurance business in contravention of section 2 of the of 2 of
Insurance Companies Act 1982 shall be unenforceable against Insurance
the other party; and that party shall be entitled to recover any Companies
money or other property paid or transferred by him under the Act 1982.

1982 ¢. 50.
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contract, together with compensation for any loss sustained by
him as a result of having parted with it.

(2) The compensation recoverable under subsection (1) above
shall be such as the parties may agree or as a court may, on
the application of either party, determine.

(3) A court may allow a contract to which subsection (1)
above applies to be enforced or money or property paid or
transferred under it to be retained if it is satisfied—

(a) that the person carrying on insurance business reasonably
believed that his entering into the contract did not
constitute a contravention of section 2 of the said Act
of 1982 ; and

(b) that it is just and equitable for the contract to be en-
forced or, as the case may be, for the money or pro-
perty paid or transferred under it to be retained.

(4) Where a person elects not to perform a contract which by
virtue of this section is unenforceable against him or by virtue
of this section recovers money or property paid or transferred
under a contract he shall not be entitled to any benefits under
the contract and shall repay any money and return any other
property received by him under the contract.

(5) Where any property transferred under a contract to which
this section applies has passed to a third party the references
to that property in this section shall be construed as references to
its value at the time of its transfer under the contract.

(6) A contravention of section 2 of the said Act of 1982 shall
not make a contract of insurance illegal or invalid to any greater
extent than is provided in this section; and a contravention of
that section in respect of a contract of insurance shall not affect
the validity of any re-insurance contract entered into in respect
of that contract.

133.—(1) Any person who—

(@) makes a statement, promise or forecast which he knows
to be misleading, false or deceptive or dishonestly con-
ceals any material facts ; or

(b) recklessly makes (dishonestly or otherwise) a statement,
promise or forecast which is misleading, false or de-
ceptive,

is guilty of an offence if he makes the statement, promise or fore-
cast or conceals the facts for the purpose of inducing, or is reck-
less as to whether it may induce, another person (whether or not
the person to whom the statement, promise or forecast is made or
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from whom the facts are concealed) to enter into or offer to enter
into, or to refrain from entering or offering to enter into, a con-
tract of insurance with an insurance company (not being an
investment agreement) or to exercise, or refrain from exercising,
any rights conferred by such a contract.

(2) Subsection (1) above does not apply unless—

(a) the statement, promise or forecast is made in or from,
or the facts are concealed in or from, the United
Kingdom ;

(b) the person on whom the inducement is intended to or
may have effect is in the United Kingdom ; or

(c) the contract is or would be entered into or the rights
are or would be exercisable in the United Kingdom.

(3) A person guilty of an offence under this section shall be
liable— ,
(a) on conviction on indictment, to imprisonment for a term
not exceeding seven years or to a fine or to both ;
(b) on summary conviction, to imprisonment for a term not
exceeding six months or to a fine not exceeding the
statutory maximum or to both.

Part I1
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134. In section 7(4)(c)(ii) of the Insurance Companies Act Controllers of
1982 (definition of controller by reference to exercise of not less insurance
than one-third of voting power) for the words ““ one-third ” there °°mPam“

shall be substituted the words *“ 15 per cent.”

2 c. 50,

135.—(1) After section 21 of the Insurance Companies Act Communi-

. 1982 there shall be inserted—

“Communi-  2]A.—(1) No duty to which an auditor of an

cationby . insurance company to which this Part of this Act

Secretary applies may be subject shall be regarded as con-

of State. travened by reason of his communicating in good
faith to the Secretary of State, whether or not in
response to a request from him, any information or
opinion on a matter of which the auditor has be-
come aware in his capacity as auditor of that com-
pany and which is relevant to any functions of the
Secretary of State under this Act.

(2) If it appears to the Secretary of State that any
auditor or class of auditor to whom subsection (1)
above applies is not subject to satisfactory rules

cation by
auditor with
Secretary

of State,



116

PArT If

Arrangements
to avoid
unfairness
between
separate
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funds etc.

1982 c. 50.
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made or guidance issued by a professional body
specifying circumstances in which matters are to be
communicated to the Secretary of State as mentioned
in that subsection the Secretary of State may make
regulations applying to that auditor or class of
auditor and specifying such circumstances; and it
shall be the duty of an auditor to whom the regula-
tions made by the Secretary of State apply to com-
municate a matter to the Secretary of State in the
circumstances specified by the regulations.

(3) The matters to be communicated to the Sec-
retary of State in accordance with any such rules
or guidance or regulations may include matters re-
lating to persons other than the company.

(4) No regulations shall be made under subsection
(2) above unless a draft of them has been laid before
and approved by a resolution of each House of Parl-
iament.

(5) If it appears to the Secretary of State that an
auditor has failed to comply with the duty mentioned
in subsection (2) above, the Secretary of State may
disqualify him from being the auditor of an insur-
ance company or any class of insurance company
to which Part II of this Act applies ; but the Secre-
tary of State may remove any disqualification im-
posed under this subsection if satisfied that the
person in question will in future comply with that
duty.

(6) An insurance company to which this Part of
this Act applies shall not appoint as auditor a per-
son disqualified under subsection (5) above.”.

(2) In section 71(7) of that Act (which lists the provisions of
that Act default in complying with which is not an offence) after
the words “ section 16 * there shall be inserted the word “ 21A ”,
and in section 97(4) of that Act (which provides that regulations
under that Act are to be subject to annulment) after the word
“Act” there shall be inserted the words “, except regulations
under section 21A(3),”.

136.—(1) After section 31 of the Insurance Companies Act
1982 there shall be inserted—

“ Arrange- 31A.—(1) An insurance company to which this

menis o Part of this Act applies which carries on long term
unfairness  business in the United Kingdom shall secure that
i’:;:’:;‘: adequate arrangements are in force for securing that

insurance  transactions affecting assets of the company (other
funds etc.  than transactions outside its control) do not operate
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unfairly between the section 28 fund or funds and
the other assets of the company or, in a case where
the company has more than one identified fund, be-
tween those funds.

(2) In this section—

“the section 28 fund or funds” means the
assets representing the fund or funds main-
tained by the company under section 28(1)
(b) above ; and

‘“identified fund ”, in relation to a company,
means assets representing the company’s
receipts from a particular part of its long
term business which can be identified as
such by virtue of accounting or other re-
cords maintained by the company.”

(2) In section 71(7) of that Act (which lists the provisions of
that Act default in complying with which is not an offence)
before the word “ or ™ there shall be inserted the word “ 31A ™.

PartT 11
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137. In section 78(2) of the Insurance Companies Act 1982 Regulations in

(regulations in respect of linked long term policies) after para-
graph (a) there shall be inserted—

respect of
linked long
term policies.

“ (aa) restricting the proportion of those benefits which may 1982 ¢. 50.

be determined by reference to property of a specified
description or a specified index ; ”.

138.

(1) Rules made under section 8 of the Insurance Brokers Insurance

(Registration) Act 1977 may require an applicant for registra- brokers.
tion or enrolment to state whether he is an authorised person or 1977 c. 46.

exempted person under Part I of this Act and, if so, to give par-
ticulars of the authorisation or exemption; and an individual
shall be treated as satisfying the requirements of section 3(2)(a)
of that Act (applicant for registration to satisfy Council as to his
character and suitability) if he is an authorised person or a
member of a partnership or unincorporated association which is
- an authorised person.

(2) In drawing up any statement under section 10 of that Act
or making any rules under section 11 or 12 of that Act after the
coming into force of this section the Insurance Brokers Registra-
tion Council shall take proper account of any provisions applic-
able to, and powers exercisable in relation to, registered insur-
ance brokers or enrolled bodies corporate under this Act.

(3) In section 12(1) and (2) of that Act (which requires the
Council to make professional indemnity rules) for the words
“The Council shall > there shall be substituted the words ““ The
Council may ”.
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Parr 11 (@) In section 15 of that Act (erasure from register and list
for unprofessional conduct etc.) after subsection (2) there shall
be inserted—

“(2A) The Disciplinary Committee may, if they think
fit, direct that the name of a registered insurance broker or
enrolled body corporate shall be erased from the register
or list if it appears to the Committee that any responsible
person has concluded that the broker (or a related person)
or the body corporate has contravened or failed to comply
with—

(a) any provision of the Financial Services Act 1986
or any rule or regulation made under it to which
he or it is or was subject at the time of the con-
travention or failure ; or

(b) any rule of any recognised self-regulating organisa-
tion or recognised professional body (within the
meaning of that Act), to which he is or was sut-
ject at that time.

(2B) In subsection (2A) above—

”

(a) “ responsible person ” means a person responsible
under the Financial Services Act 1986 or under
the rules of any recognised self-regulating organi-
sation or recognised professional body (within the
meaning of that Act) for determining whether any
contravention of any provision of that Act or
rules or regulations made under it or any rules of
that organisation or body has occurred ; and

(b) “related person’ means a partnership or unin
corporated association of which the broker in
question is (or was at the time of the failure or
contravention in question) a member or a body
corporate of which he is (or was at that time) a
director.”

(5) The Insurance Brokers Registration Council shall co-
operate, by the sharing of information and otherwise, with the
Secretary of State and any other authority, body or person
having responsibility for the supervision or regulation of invest-
ment business or other financial services.

(6) For the purposes of the said Act of 1977 « authorised
insurers ” shall include—

(a) an insurance company the head office of which is in a
member State other than the United Kingdom and
which is entitled to carry on there insurance business
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corresponding to that mentioned in the definition of
“ authorised insurers ”.in that Act; and

(b) an insurance company which has a branch or agency in
such a member State and is entitled under the law of
that State to carry on there insurance business corres-
ponding to that mentioned in that definition.
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PART II

139.—(1) In section 5 of the Industrial Assurance Act 1923 Industrial
(prohibition on issue of illegal policies) the references to policies assurance.
which are illegal or not within the legal powers of a society 1923 c. 8.

or company shall not be construed as applying to any policy
issued—

(a) in the course of carrying on investment business in con-
travention of section 3 above ; or

(b) in the course of carrying on insurance business in con-

travention of section 2 of the Insurance Companies 1982 c. 50.

Act 1982.

(2) In section 20(4) of the said Act of 1923 the reference
to a person employed by a collecting society or industrial assur-
ance company and in section 34 of that Act the references to a
person in the regular employment of such a society or company
shall include references to an appointed representative of such
a society or company but as respects section 34 only if the con-
tract in question is an investment agreement.

(3) Where it appears to the Industrial Assurance Commis-
sioner that rules made by virtue of section 48(2)(j) (or corre-
sponding rules made by a recognised self-regulating organisation)
make arrangements for the settlement of a dispute referred to
him under section 32 of the said Act of 1923 or that such rules
relate to some of the matters in dispute he may, if he thinks fit,
delegate his functions in respect of the dispute so as to enable
it to be settled in accordance with the rules.

(4) If such rules provide that any dispute may be referred to
the Industrial Assurance Commissioner he may deal with any

dispute referred to him in pursuance of those rules as if it were 1974 c. 46.

a dispute referred under section 77 of the Friendly Societies Act
1974 and may delegate his functions in respect of any such dis-
pute to any other person.

(5) The foregoing provisions of this section shall apply to
Northern Ireland with the substitution for the references to
sections 5, 20(4), 32 and 34 of the said Act of 1923 and section
77 of the said Act of 1974 of references to Articles 20, 27(2), 36

and 38 of the Industrial Assurance (Northern Ireland) Order 1979/1574

1979 and section 65 of the Friendly Societies Act (Northern (N
1970 c. 34,

E

J 13).
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ParTII  Ireland) 1970 and for the references to the Industrial Assurance
Commissioner of references to the Industrial Assurance Com-
missioner for Northern Ireland.

ParT 111
FRIENDLY SOCIETIES
Friendly 140. Schedule 11 to this Act shall have effect as respects the
societies. regulation of friendly societies.
Indemnity 141.—(1) Any two or more registered friendly societies may,

schemes. notwithstanding any provision to the contrary in their rules,
enter into arrangements for the purpose of making funds avail-
able to meet losses incurred by any society which is a party to
the arrangements or by the members of any such society by
virtue of their membership of it.

(2) No such arrangements shall come into force unless they
have been approved by the Chief Registrar of friendly societies
or, as the case may be, the Registrar of Friendly Societies for
Northern Ireland.

PART IV
OFFICIAL LISTING OF SECURITIES

Official listing.  142.—(1) No investment to which this section applies shall be
admitted to the Official List of The Stock Exchange except in
accordance with the provisions of this Part of this Act.

(2) Subject to subsections (3) and (4) below, this section applies
to any investment falling within paragraph 1, 2, 4 or 5 of
Schedule 1 to this Act.

(3) In the application of those paragraphs for the purposes of
subsection (2) above—

(a) paragraphs 1, 4 and 5 shall have effect as if paragraph
1 did not contain the exclusion relating to building
societies, industrial and provident societies or credit
unions ;

(b) paragraph 2 shall have effect as if it included any in-
strument falling within paragraph 3 issued otherwise
than by the government of a member State or a local
authority in a member State ; and

(c) paragraphs 4 and 5 shall have effect as if they referred
only to investments falling within paragraph 1.

(4) The Secretary of State may by order direct that this
section shall apply also to investments falling within paragraph 6
of Schedule 1 to this Act or to such investments of any class
or description.
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(5) An order under subsection (4) above shall be subject to
annulment in pursuance of a resolution of either House of Parlia-
ment.

(6) In this Part of this Act * the competent authority * means,
subject to section 157 below, .the Council of The Stock Ex-
change ; and that authority may make rules (in this Act referred
to as “ listing rules ™) for the purposes of any of the following
provisions.

(7) In this Part of this Act—

‘“issuer ", in relation to any securities, means the person by
whom they have been or are to be issued except that
in relation to a certificate or other instrument falling
within paragraph 5 of Schedule 1 to this Act it means
the person who issued or is to issue the securities to
which the certificate or instrument relates ;

“ the Official List ”* means the Official List of The Stock

Exchange ;
‘“ securities ” means investments to which this section ap-
plies ;

and references to listing are references to inclusion in the Official
List in pursuance of this Part of this Act.

(8) Any functions of the competent authority under this Part
of this Act may be exercised by any committee, sub-committee,
officer or servant of the authority except that listing rules—

(a) shall be made only by the authority itself or by a com-
mittee or sub-committee of the authority ; and

(b) if made by a committee or sub-committee, shall cease to
have effect at the end of the period of twenty-eight days
beginning with the day on which they are made (but
without prejudice to anything done under them) unless
before the end of that period they are confirmed by the
authority.

(9) Nothing in this Part of this Act affects the powers of the
Council of The Stock Exchange in respect of investments to
which this section does not apply and such investments may be
admitted to the Official List otherwise than in accordance with
this Part of this Act. :
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143.—(1) An application for listing shall be made to the Applications
competent authority in such manner as the listing rules may for listing.

require.
E2
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(2) No application for the listing of any securities shall be
made except by or with the consent of the issuer of the securi-
ues.

(3) No application for listing shall be made in respect of secu-
rities to. be issued by a private company or by an old public
company within the meaning of section 1 of the Companies
Consolidation (Consequential Provisions) Act 1985 or the cor-
responding Northern Ireland provision.

144.—(1) The competent authority shall not admit any securi-
ties to the Official List except on an application duly made in
accordance with section 143 above and unless satisfied that—

(@) the requirements of the listing rules made by the auth-
ority for the purposes of this section and in force when
the application is made ; and

(b) any other requirements imposed by the authority in
relation to that application,

are complied with.

(2) Without prejudice to the generality of the power of the
competent authority to make listing rules for the purposes of
this section, such rules may, in particular, require as a condition
of the admission of any securities to the Official List—

(a) the submission to, and approval by, the authority of a
document (in this Act referred to as * listing particu-
lars ”) in such form and containing such information as
may be specified in the rules ; and

(b) the publication of that document ;

or, in such cases as may be specified by the rules, the publica-
tion of a document other than listing particulars.

(3) The competent authority may refuse an application—

(@) if it considers that by reason of any matter relating to
the issuer the admission of the securities would be
detrimental to the interests of investors ; or

(b) in the case of securities already officially listed in another
member State, if the issuer has failed to comply with
any obligations to which he is subject by virtue of that
listing.

(4) The competent authority shall notify the applicant of its
decision on the application within six months from the date on
which the application is received or, if within that period the
authority has required the applicant to furnish further information
in connection with the application, from the date on which
that information is furnished.
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(5) If the competent authority does not notify the applicant  Part IV
of its decision within the time required by subsection (4) above
it shall be taken to have refused the application.

(6) When any securities have been admitted to the Official List
their admission shall not be called in question on the ground
that any requirement or condition for their admission has not
been complied with.

145.—(1) The competent authority may, in accordance with Discontinu-
the listing rules, discontinue the listing of any securities if satis- :l'l‘;’;e:';g) N
fied that there are special circumstances which preclude normal of jisging.

regular dealings in the securities.

(2) The competent authority may in accordance with the list-
ing rules suspend the listing of any securities.

(3) Securities the listing of which is suspended under subsection
(2) above shall nevertheless be regarded as listed for the purposes
of sections 153 and 155 below.

(4) This section applies to securities included in the Official
List at the coming into force of this Part of this Act as it
applies to securities included by virtue of this Part.

146.—(1) In addition to the information specified by listing General
rules or required by the competent authority as a condition of duty of
the admission of any securities to the Official List any listing g;’;f;‘;s““ i
particulars submitted to the competent authority under section particulars.
144 above shall contain all such information as investors and
their professional advisers would reasonably require, and
reasonably expect to find there, for the purpose of making an
informed assessment of—

(a) the assets and liabilities, financial position, profits and
losses, and prospects of the issuer of the securities ; and

(b) the rights attaching to those securities.

(2) The information to be included by virtue of this section
shall be such information as is mentioned in subsection (1) above
which is within the knowledge of any person responsible for the
listing particulars or which it would be reasonable for him to
obtain by making enquiries.

~ (3) In determining what information is required to be included
1};1 listing particulars by virtue of this section regard shall be
ad—
(a) to the nature of the securities and of the issuer of the
securities ;
E3
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(b) to the nature of the persons likely to oonsider their
acquisition ;

() to the fact that certain matters may reasonably be
expected to be within the knowledge of professional
advisers of any kind which those persons may reason-
ably be expected to consult ; and

(d) to any information available to investors or their pro-
fessional advisers by virtue of requirements imposed
under section 153 below or by or under any other
enactment or by virtue of requirements imposed by a
recognised investment exchange for the purpose of
complying with paragraph 2(2)(b) of Schedule 4 to this
Act.

147.—(1) If at any time after the preparation of listing par-
ticulars for submission to the competent authority under section
144 above and before the commencement of dealings in the
securities following their admission to the Official List—

(@) there is a significant change affecting any matter con-
tained in those particulars whose inclusion was required
by section 146 above or by listing rules or by the com-
petent authority ; or

(b) a significant new matter arises the inclusion of informa-
tion in respect of which would have been so required
if it had arisen when the particulars were prepared,

the issuer of the securities shall, in accordance with listing rules
made for the purposes of this section, submit to the competent
authority for its approval and, if approved, publish supple-
mentary listing particulars of the change or new matter.

(2) In subsection (1) above “significant” means significant
for the purpose of making an informed assessment of the matters
mentioned in section 146(1) above.

(3) Where the issuer of the securities is not aware of the
change or new matter in question he shall not be under any
duty to comply with subsection (1) above unless he is notified of
it by a person responsible for the listing particulars ; but it shall
be the duty of any person responsible for those particulars who
is aware of such a matter to give notice of it to the issuer.

(4) Subsection (1) above applies also as respects matters con-
tained in any supplementary listing particulars previously pub-
lished under this section in respect of the securities in question.
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148.—(1) The competent authority may authorise the omis-
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sion from listing particulars or supplementary listing partig:ulars Exemptions
of any information the inclusion of which would otherwise be from

required by section 146 above—

(@) on the ground that its disclosure would be contrary to
the public interest ;

(b) subject to subsection (2) below, on the ground that its
disclosure would be seriously detrimental to the issuer
of the securities ; or

(c) in the case of securities which fall within paragraph 2
of Schedule 1 to this Act as modified by section 142
(3)(b) above and are of any class specified by listing
rules, on the ground that its disclosure is unnecessary
for persons of the kind who may be expected norm-
ally to buy or deal in the securities.

(2) No authority shall be granted under subsection (1)(b) above
in respect of, and no such authority shall be regarded as extend-
ing to, information the non-disclosure of which would be likely
to mislead a person considering the acquisition of the securities
as to any facts the knowledge of which it is essential for him to
have in order to make an informed assessment.

(3) The Secretary of State or the Treasury may issue a certifi-
cate to the effect that the disclosure of any information (includ-
ing information that would otherwise have to be included in par-
ticulars for which they are themselves responsible) would be
contrary to the public interest and the competent authority shall
be entitled to act on any such certificate in exercising its powers
under subsection (1)(a) above.

(4) This section is without prejudice to any powers of the com-
petent authority under rules made by virtue of section 156(2)
below., . "

/ ’

disclosure.

149.—(1) On or before the date on which listing particulaf?kegisgration
or supplementary listing particulars are published as required of 1'?‘"}8
by listing rules a copy of the particulars shall be delivered for Particulars.

registration to the registrar of companies and a statement that a
copy has been delivered to him shall be included in the par-
ticulars.

(2) In subsection (1) above “the registrar of companies ”
means—

(a) if the securities in question are or are to be issued by
a company incorporated in Great Britain, the registrar
of companies in England and Wales or the registrar of
companies in Scotland according to whether the com-
pany’s registered office is in England and Wales or in
Scotland ; :

E4
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(b) if the securities in question are or are to be issued by
a company incorporated in Northern Ireland, the regis-
trar of companies for Northern Ireland ;

(¢) in any other case, any of those registrars.

(3) If any particulars are published without a copy of them
having been delivered as required by this section the issuer of
the securities in question and any person who is knowingly a
party to the publication shall be guilty of an offence and
liable—

(@ on conviction on indictment, to a fine ;

(b) on summary conviction, to a fine not exceeding the
statutory maximum.

150.—(1) Subject to section 151 below, the person or persons
responsible for any listing particulars or supplementary listing
particulars shall be liable to pay compensation to any person
who has acquired any of the securities in question and suffered
loss in respect of them as a result of any untrue or misleading
statement in the particulars or the omission from them of any
matter required to be included by section 146 or 147 above.

(2) Where listing rules require listing particulars to include
information as to any particular matter on the basis that the
particulars must include a statement either as to that matter or,
if such is the case, that there is no such matter, the omission
from the particulars of the information shall be treated for the
purposes of subsection (1) above as a statement that there is no
such matter.

(3) Subject to section 151 below, a person who fails to
comply with section 147 above shall be liable to pay compen-
sation to any person who has acquired any of the securities in
quizstion and suffered loss in respect of them as a result of the
failure.

(4) This section does not affect any liability which any person
may incur apart from this section.

(5) References in this section to the acquisition by any person
of securities include references to his contracting to acquire them
or an interest in them.

(6) No person shall by reason of being a promoter of a com-
pany or otherwise incur any liability for failing to disclose any
information which he would not be required to disclose in listing
particulars in respect of a company’s securities if he were respon-
sible for those particulars or, if he is responsible for them, which
he is entitled to omit by virtue of section 148 above.
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151.—(1) A person shall not incurr any liability under section = Part IV
150(1) above for any loss in respect of securities caused by any Exemption
such statement or omission as is there mentioned if he satisfies from liability
the court that at the time when the particulars were submitted 0 Pay "
to the competent authority he reasonably believed, having made compensation.
such enquiries (if any) as were reasonable, that the statement
was true and not misleading or that the matter whose omission
caused the loss was properly omitted and-—

(@) that he continued in that belief until the time when the
securities were acquired ; or

(b) that they were acquired before it was reasonably practi-
cable to bring a correction to the attention of persons
likely to acquire the securities in question ; or

(c) that before the securities were acquired he had taken all
such steps as it was reasonable for him to have taken
to secure that a correction was brought to the attention
of those persons ; or

(d) that he continued in that belief until after the com-
mencement of dealings in the securities following their
admission to the Official List and that the securities
were acquired after such a lapse of time that he ought
in the circumstances to be reasonably excused.

(2) A person shall not incur any liability under section 150(1)
above for any loss in respect of securities caused by a statement
purporting to be made by or on the authority of another person
as an expert which is, and is stated to be, included in the par-
ticulars with that other person’s consent if he satisfies the court
that at the time when the particulars were submitted to the com-
petent authority he believed on reasonable grounds that the other
person was competent to make or authorise the statement and
had consented to its inclusion in the form and context in which
it was included and—

(@) that he continued in that belief until the time when the
securities were acquired ; or

(b) that they were acquired before it was reasonably prac-
ticable to bring the fact that the expert was not com-
petent or had not consented to the attention of persons
likely to acquire the securities in question ; or

(¢) that before the securities were acquired he had taken
all such steps as it was reasonable for him to have
taken to secure that that fact was brought to the at-
tention of those persons ; or

(d) that he continued in that belief until after the commence-
ment of dealings in the securities following their ad-
mission to the Official List and that the securities were
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A

acquired after such a lapse of time that he ought in the
circumstances to be reasonably excused.

(3) Without prejudice to subsections (1) and (2) above, a
person shall not incur any liability under section 150(1) above
for any loss in respect of any securities caused by any such
statement or omission as is there mentioned if he satisfies the
court—

(a) that before the securities were acquired a correction, or
where the statement was such as is mentioned in sub-
section (2), the fact that the expert was not competent
or had not consented had been published in a manner
calculated to bring it to the attention of persons likely
to acquire the securities in question ; or

(b) that he took all such steps as it was reasonable for him
to take to secure such publication and reasonably
believed that it had taken place before the securities
were acquired.

(4) A person shall not incur any liability under section 150(1)
above for any loss resulting from a statement made by an official
person or contained in a public official document which is
included in the particulars if he satisfies the court that the
statement is accurately and fairly reproduced.

(5) A person shall not incur any liability under section 150(1)
or (3) above if he satisfies the court that the person suffering
the loss acquired the securities in question with knowledge that
the statement was false or misleading, of the omitted matter or
of the change or new matter, as the case may be.

(6) A person shall not incur any liability under section 150(3)
above if he satisfies the court that he reasonably believed that
the change or new matter in question was not such as to call for
supplementary listing particulars.

(7) In this section “expert” includes any engineer, valuer,
accountant or other person whose profession, qualifications or
experience give authority to a statement made by him; and
references to the acquisition of securities include references to
contracting to acquire them or an interest in them.

152.—(1) For the purposes of this Part of this Act the persons

responsible for responsible for listing particulars or supplementary listing par-

particulars.

ticulars are—
(a) the issuer of the securities to which the particulars
relate ;
(b) where the issuer is a body corporate, each person who
is a director of that body at the time when the par-
ticulars are submitted to the competent authority ;
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(c) where the issuer is a body corporate, each person who
has authorised himself to be named, and is named, in
the particulars as a director or as having agreed to
become a director of that body either immediately or
at a future time ;

(d) each person who accepts, and is stated in the particulars
as accepting, responsibility for, or for any part of, the
particulars ;

() each person not falling within any of the foregoing para-
graphs who has authorised the contents of, or any part
of, the particulars.

(2) A person is not responsible for any particulars by virtue of
subsection (1)(b) above if they are published without his know-
ledge or consent and on becoming aware of their publication
he forthwith gives reasonable public notice that they were
published without his knowledge or consent.

(3) Where a person has accepted responsibility for, or
authorised, only part of the contents of any particulars, he is
responsible under subsection (1)(d) or (e) above for only that
part and only if it is included in (or substantially in) the form
and context to which he has agreed.

(4) Where the particulars relate to securities which are to be
issued in connection with an offer by (or by a wholly-owned
subsidiary of), the issuer for, or an agreement for the acquistion
by (or by a wholly-owned subsidiary of) the issuer of, securities
issued by another person or in connection with any arrangement
whereby the whole of the undertaking of another person is to
become the undertaking of the issuer (of a wholly-owned sub-
sidiary of the issuer or of a body corporate which will become
such a subsidiary by virtue of the arrangement) then if—

(a) that other person ; and

(b) where that other person is a body corporate, each person
who is a director of that body at the time when the
particulars are submitted to the competent authority
and each other person who has authorised himself to
be named, and is named, in the particulars as a direc-
tor of that body,

is responsible by virtue of paragraph (d) of subsection (1) above
for any part of the particulars relating to that other person or
to the securities or undertaking to which the offer, agreement
or arrangement relates, no person shall be responsible for that
part under paragraph (a), (b) or (c) of that subsection but without
prejudice to his being responsible under paragraph (d).

(5) Neither paragraph (b) nor paragraph (c) of subsection (1)
above applies in the case of an issuer of international securities
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of a class specified by listing rules for the purposes of section
148(1)(c) above ; and neither of those paragraphs nor paragraph
(b) of subsection (4) above applies in the case of any director
certified by the competent authority as a person to whom that
paragraph should not apply by reason of his having an interest,
or of any other circumstances, making it inappropriate for him
to be responsible by virtue of that paragraph.

(6) In subsection (5) above * international securities ” means
any investment falling within paragraph 2 of Schedule 1 to this
Act as modified by section 142(3)(b) above which is of a kind
likely to be dealt in by bodies incorporated in or persons resi-
dent in a country or territory outside the United Kingdom, is
denominated in a currency other than sterling or is otherwise
connected with such a country or territory.

(7) In this section * wholly-owned subsidiary », in relation to
a person other than a body corporate, means any body cor-
porate that would be his wholly-owned subsidiary if he were a
body corporate.

(8) Nothing in this section shall be construed as making a
person responsible for any particulars by reason of giving advice
as to their contents in a professional capacity.

(9) Where by virtue of this section the issuer of any shares
pays or is liable to pay compensation under section 150 above
for loss suffered in respect of shares for which a person has sub-
scribed no account shall be taken of that liability or payment in
determining any question as to the amount paid on subscription
for those shares or as to the amount paid up or deemed to be
paid up on them.

153.—(1) Listing rules may specify requirements to be com-
plied with by issuers of listed securities and make provision with
respect to the action that may be taken by the competent
authority in the event of non-compliance, including provision—

(a) authorising the authority to publish the fact that an
issuer has contravened any provision of the rules; and

(b) if the rules require an issuer to publish any information,
authorising the authority to publish it in the event of
his failure to do so.

(2) This section applies to the issuer of securities included in
the Official List at the coming into force of this Part of this
Act as it applies to the issuer of securities included by virtue of
this Part.
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154.—(1) Where listing particulars are or are to be published  ParrIV
in connection with an application for the listing of any securities Advertise-
no advertisement or other information of a kind specified by ments etc. in
listing rules shall be issued in the United Kingdom unless @?h“??“."“
the contents of the advertisement or other information have been :gplicl:gggl-
submitted to the competent authority and that authority has
either—

(a) approved those contents ; or

(b) authorised the issue of the advertisement or information
without such approval.

(2) An authorised person who contravenes this section shall
be treated as having contravened rules made under Chapter V
of Part I of this Act or, in the case of a person who is an
authorised person by virtue of his membership of a recognised
self-regulating organisation or certification by a recognised pro-
fessional body, the rules of that organisation or body.

(3) Subject to subsection (4) below, a person other than an
authorised person, who contravenes this section shall be guilty
of an offence and liable—

(@) on conviction on indictment, to imprisonment for a
term not exceeding two years or to a fine or to both ;

(b) on summary conviction, to a fine not exceeding the statu-
tory maximum.

(4) A person who in the ordinary course of a business other
than investment business issues an advertisement or other in-
formation to the order of another person shall not be guilty of
an offence under this section if he proves that he belicved on
reasonable grounds that the advertisement or information had
been approved or its issue authorised by the competent auth-

ority.

(5) Where information has been approved, or its issue has
been authorised, under this section neither the person issuing
it nor any person responsible for, or for any part of, the listing
particulars shall incur any civil liability by reason of any state-
ment in or omission from the information if that information
and the listing particulars, taken together, would not be likely
to mislead persons of the kind likely to consider the acquisition
of the securities in question.

155. Listing rules may require the payment of fees to the Fees.
competent authority in respect of applications for listing and
the retention of securities in the Official List.
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156.—(1) Listing rules may make different provision for differ-
ent cases.

(2) Listing rules may authorise the competent authority to
dispense with or modify the application of the rules in particular
cases and by reference to any circumstances.

(3) Listing rules shall be made by an instrument in writing.

(4) Immediately after an instrument containing listing rules
is made it shall be printed and made available to the public
with or without payment.

(5) A person shall not be taken to have contravened any
listing rule if he shows that at the time of the alleged contra-
vention the instrument containing the rule had not been made
available as required by subsection (4) above.

(6) The production of a printed copy of an instrument pur-
porting to be made by the competent authority on which is
endorsed a certificate signed by an officer of the authority auth-
orised by it for that purpose and stating—

(a) that the instrument was made by the authority ;
(b) that the copy is a true copy of the instrument ; and

~ (c) that on a specified date the instrument was made avail-

able to the public as required by subsection (4) above,

shall be prima facie evidence or, in Scotland, sufficient evidence
of the facts stated in the certificate.

(7) Any certificate purporting to be signed as mentioned in
subsection (6) above shall be deemed to have been duly signed
unless the contrary is shown.

(8) Any person wishing in any legal proceedings to cite an
instrument made by the competent authority may require the
authority to cause a copy of it to be endorsed with such a certifi-
cate as is mentioned in subsection (6) above.

157.—(1) The Secretary of State may by order transfer the
functions as competent authority of the Council of The Stock
Exchange to another body or other bodies either at the request
of the Council or if it appears to him—

(a) that the Council is exercising those functions in a man-
ner which is unnecessary for the protection of investors
and fails to take into account the proper interests of
issuers and proposed issuers of securities ; or

(b) that it is necessary to do so for the protection of in-
vestors.

(2) The Secretary of State may by order transfer all or
any of the functions as competent authority from any body or
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bodies to which they have been previously transferred under this
section to another body or bodies.

(3) Any order made under subsection (1) above at the request
of the Council shall be subject to annulment in pursuance of a
resolution of either House of Parliament; and no other order
shall be made under this section unless a draft of it has been
laid before and approved by a resolution of each House of
Parliament.

(4) An order under this section shall not affect anything
previously done by any body (““ the previous authority ”) in the
exercise of functions which are transferred by the order to an-
other body (* the new authority ) and may contain such supple-
mentary provisions as the Secretary of State thinks necessary or
expedient, including provisions—

(a) for modifying or excluding any provision of this Part
of this Act in its application to any such functions ;

(b) for the transfer of any property, rights or liabilities re-
lating to any such functions from the previous authority
to the new authority ;

(c) for the carrying on and completion by the new auth-
ority of anything in process of being done by the pre-
vious authority when the order takes effect ; and

(d) for the substitution of the new authority for the pre-
vious authority in any instrument, contract or legal
proceedings.

(5) If by virtue of this section the function of admission to or
discontinuance or suspension of listing is exercisable other-
wise than by the Council of The Stock Exchange, references in
this Part of this Act to the competent authority admitting securi-
ties to the Official List or to discontinuing or suspending the list-
ing of any securities shall be construed as references to the
giving of directions to the Council of The Stock Exchange to
admit the securities or to discontinue or suspend their listing ;
and it shall be the duty of the Council to comply with any
such direction.

PART V

OFFERS OF UNLISTED SECURITIES

158.—(1) This Part of this Act applies to any investment—
(a) which is not listed, or the subject of an application for
listing, in accordance with Part IV of this Act ; and

(b) faAls within paragraph 1, 2, 4 or 5 of Schedule 1 to this
ct.
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Part V (2) In the application of those paragraphs for the purposes
of subsection (1) above—

(a) paragraphs 4 and 5 shall have effect with the omission
of references to investments falling within paragraph
3;and

(b) paragraph 4 shall have effect as if it referred only to
instruments issued by the person issuing the investment
to be subscribed for.

" (3) In this Part of this Act—

“issuer ”, in relation to any securities, means the person
by whom they have been or are to be issued except that in
relation to a certificate or other instrument falling within
paragraph 5 of Schedule I to this Act it means the person
who issued or is to issue the securities to which the certifi-
cate or instrument relates ;

“ securities ” means investments to which this section
applies.

(4) For the purposes of this Part of this Act an advertisement
offers securities if—

(@) it invites a person to enter into an agreement for or
with a view to subscribing for or otherwise acquiring
or underwriting any securities ; or

(b) it contains information calculated to lead directly or
indirectly to a person entering into such an agreement.

(5) In this Part of this Act “ the registrar of companies ”, in
relation to any securities, means—

(@) if the securities are or are to be issued by a company
incorporated in Great Britain, the registrar of compan-
ies in England and Wales or the registrar of companies
in Scotland according to whether the company’s reg-
istered office is in England and Wales or in Scotland ;

(b) if the securities are or are to be issued by a company
incorporated in Northern Ireland, the registrar of
companies for Northern Ireland ;

(¢) in any other case, any of those registrars.

(6) In this Part of this Act “ approved exchange ”, in relation
to dealings in any securities, means a recognised investment ex-
change approved by the Secretary of State for the purposes of
this Part of this Act either generally or in relation to such deal-
ings, and the Secretary of State shall give notice in such man-
ner as he thinks appropriate of the exchanges which are for the
time being approved.
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159.—(1) Subject to subsection (2) and section 161 below, ParrV
no person shall issue or cause to be issued in the United King- Offers of
dom an advertisement offering any securities on the occasion securities on
of their admission to dealings on an approved exchange or on admission to

terms that they will be issued if admitted to such dealings un- appﬁf"'ed
JosS— ‘ exchange.

(@) a document (in this Part of this Act referred to as a
“ prospectus ”) containing information about the securi-
ties has been submitted to and approved by the ex-
change and delivered for registration to the registrar of
companies ; or

(b) the advertisement is such that no agreement can be en-
tered into in pursuance of it until such a prospectus
has been submitted, approved and delivered as afore-
said.

(2) Subsection (1) above does not apply if a prospectus relating
to the securities has been delivered for registration under this
Part of this Act in the previous twelve months and the approved
exchange certifies that it is satisfied that persons likely to con-
sider acquiring the securities will have sufficient information to
enable them to decide whether to do so from that prospectus
and any information published in connection with the admission
of the securities.

160.—(1) Subject to subsections (5) and (6) and section 161 Other offers
below, no person shall issue or cause to be issued in the United of securities.
Kingdom an advertisement offering any securities which is a
primary or secondary offer within the meaning of this section
unless—

(@) he has delivered for registration to the registrar of com-
panies a prospectus relating to the securities and expres-
sed to be in respect of the offer ; or

(b) the advertisement is such that no agreement can be
entered into in pursuance of it until such a prospectus
has been delivered by him as aforesaid.

(2) For the purposes of this section a primary offer is an
advertisement issued otherwise than as mentioned in section
159(1) above inviting persons to enter into an agreement for or
with a view to subscribing (whether or not in cash) for or
underwriting the securities to which it relates or containing
information calculated to lead directly or indirectly to their
doing so.

(3) For the purposes of this section a secondary offer is any
other advertisement issued otherwise than as mentioned in sec-
tion 159(1) above inviting persons to enter into an agreement
for or with a view to acquiring the securities to which it relates
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or containing information calculated to lead directly or indirectly
to their doing so, being an advertisement issued or caused to
be issued by—

(a) a person who has acquired the securities from the issuer
with a view to issuing such an advertisement in respect
of them ;

(b) a person who, with a view to issuing such an advertise-
ment in respect of them, has acquired the securities
otherwise than from the issuer but without their
having been admitted to dealings on an approved
exchange or held by a person who acquired them as an
investment and without any intention that such an
advertisement should be issued in respect of them ; or

(c) a person who is a controller of the issuer or has been
such a controller in the previous twelve months and
who is acting with the consent or participation of the
issuer in issuing the advertisement.

(4) For the purposes of subsection (3)(@) above it shall be
presumed in the absence of evidence to the contrary that a per-
son has acquired securities with a view to issuing an advertise-
ment offering the securities if he issues it or causes it to be
issued—

(a) within six months after the issue of the securities ; or

(b) before the consideration due from him for their acquisi-
tion is received by the person from whom he acquired
them.

(5) Subsection (1) above does not apply to a secondary offer
if such a prospectus as is mentioned in that subsection has been
delivered in accordance with that subsection in respect of an
offer of the same securities made in the previous six months by a
person making a primary offer or a previous secondary offer.

(6) Subsection (1) above does not apply to an advertisement
issued in such circumstances as may be specified by an order
made by the Secretary of State for the purpose of exempting
from that subsection—

(a) advertisements appearing to him to have a private char-
acter, whether by reason of a connection between the
person issuing them and those to whom they are
addressed or otherwise ;

(b) advertisements appearing to him to deal with investments
only incidentally ;

(c) advertisements issued to persons appearing to him to be
sufficiently expert to understand any risks involved ; or

(d) such other classes of advertisement as he thinks fit.
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(7) Without prejudice to subsection (6)(c) above an order made
by the Secretary of State may exempt from subsection (1) above
an advertisement issued in whatever circumstances if it relates
to securities appearing to him to be of a kind that can be
expected normally to be bought or dealt in only by persons
sufficiently expert to understand any risks involved.

(8) An order under subsection (6) or (7) above may require
any person who by virtue of the order is authorised to issue an
advertisement to comply with such requirements as are specified
in the order.

(9) An order made by virtue of subsection (6)(a), (b) or (c) or
by virtue of subsection (7) above shall be subject to annulment
in pursuance of a resolution of either House of Parliament ; and
no order shall be made by virtue of subsection (6)(d) above
unless a draft of it has been laid before and approved by a reso-
lution of each House of Parliament.

PArT V

161.—(1) Sections 159 and 160 above do not apply to any Exceptions.

advertisement offering securities if the offer is conditional on
their admission to listing in accordance with Part IV of this Act
and section 159 above does not apply to any advertisement
offering securities if they have been listed in accordance with
that Part in the previous twelve months and the approved
exchange in question certifies that persons likely to consider
acquiring them will have sufficient information to enable them
to decide whether to do so.

(2) Neither of those sections applies to any such advertisement
as is mentioned in section 58(2) above.

(3) Neither of those sections applies if other securities issued
by the same person (whether or not securities of the same class
as those to which the offer relates) are already dealt in on an
approved exchange and the exchange certifies that persons likely
to consider acquiring the securities to which the offer relates
will have sufficient information to enable them to decide whe-
ther to do so having regard to the steps that have been taken
to comply in respect of those other securities with the require-
ments imposed by the exchange for the purpose of complying
with paragraph 2(2)(b) of Schedule 4 to this Act, to the nature
of the securitiés 10 " Which the offer relates, to the circumstances
of their issue and to the information about the issuer which is
available to investors by virtue of any enactment.

(4) If it appears to the Secretary of State that the law of a
country or territory outside the United Kingdom provides inves-
tors in the United Kingdom with protection at least equivalent
to that provided by Part IV of this Act or this Part of this Act
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in respect of securities dealt in on an exchange or exchan-
ges in that country or territory he may by order specify circum-
stances in which those sections are not to apply to advertise-
ments offering those securities.

(5) An order under subsection (4) above shall be subject to
annulment in pursuance of a resolution of either House of Par-
liament.

162.—(1) A prospectus shall contain such information and
comply with such other requirements as may be prescribed by
rules made by the Secretary of State for the purposes of this
section.

(2) Rules under this section may make provision whereby
compliance with any requirements imposed by or under the law
of a country or territory outside the United Kingdom is treated
as compliance with any requirements of the rules.

(3) If it appears to the Secretary of State that an approved
exchange has rules in respect of prospectuses relating to securi-
ties dealt in on the exchange, and practices in exercising any
powers conferred by the rules, which provide investors with
protection at least equivalent to that provided by rules under
this section he may direct that any such prospectus shall be sub-
ject to the rules of the exchange instead of the rules made under
this section.

163.—(1) In addition to the information required to be in-
cluded in a prospectus by virtue of rules applying to it by virtue
of section 162 above a prospectus shall contain all such informa-
tion as investors and their professional advisers would reason-
ably require, and reasonably expect to find there, for the purpose
of making an informed assessment of—

(a) the assets and liabilities, financial position, profits and
losses, and prospects of the issuer of the securities ; and

(b) the rights attaching to those securities.

(2) The information to be included by virtue of this section
shall be such information as is mentioned in subsection (1) above
which is within the knowledge of any person responsible for the
prospectus or which it would be reasonable for him to obtain by
making enquiries.

(3) In determining what information is required to be included
in a prospectus by virtue of this section regard shall be had—

(a) to the nature of the securities and of the issuer of the
securities ;

(b) to the nature of the persons likely to consider their
agquisition ;
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() to the fact that certain matters may reasonably be
expected to be within the knowledge of professional
advisers of any kind which those persons may reason-
ably be expected to consult ; and

(d) to any information available to investors or their profes-
sional advisers by virtue of any enactment or by virtue
of requirements imposed by a recognised investment
exchange for the purpose of complying with paragraph
2(2)(b) of Schedule 4 to this Act.

164.

PART V

Part of this Act in respect of an offer of securities and at any tary
time while an agreement in respect of those securities can be Prospectus.

entered into in pursuance of that offer—

(@) there is a significant change affecting any matter con-
tained in the prospectus whose inclusion was required
by rules applying to it by virtue of section 162 above
or. by section 163 above ; or

(b) a significant new matter arises the inclusion of informa-
tion in respect of which would have been so required if
it had arisen when the prospectus was prepared,

the person who delivered the prospectus for registration to the
registrar of companies shall deliver to him for registration a
supplementary prospectus containing particulars of the change
Or new matter.

(2) In subsection (1) above “ significant ” means significant for
the purpose of making an informed assessment of the matters
mentioned in section 163(1) above.

(3) Where the person who delivered the prospectus for regis-
tration is not aware of the change or new matter in question he
shall not be under any duty to comply with subsection (1) above
unless he is notified of it by a person responsible for the pros-
pectus; but any person responsible for the prospectus who is
aware of such a matter shall be under a duty to give him
notice of it.

(4) Subsection (1) above applies also as respects matters con-
tained in a supplementary prospectus previously registered under
this section in respect of the securities in question.
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(1) Where a prospectus has been registered under this Supplemen.

165.—(1) If in the case of any approved exchange the Secre- Exemptions
tary of State so directs, the exchange shall have power to from
authorise the omission from a prospectus or supplementary pros- disclosure.

pectus of any information the inclusion of which would other-
wise be required by section 163 above—

(@) on the ground that its disclosure would be contrary to
the public interest ;
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PART V (b) subject to subsection (2) below, on the ground that its
disclosure would be seriously detrimental to the issuer
of the securities ; or

(¢) in the case of securities which fall within paragraph 2
of Schedule 1 to this Act and are of any class specified
by the rules of the exchange, on the ground that its
disclosure is unnecessary for persons of the kind who
may be expected normally to buy or deal in the securi-.
ties.

(2) No authority shall be granted under subsection (1)(b)
above in respect of, and no such authority shall be regarded as
extending to, information the non-disclosure of which would be
likely to mislead a person considering the acquisition of the
securities as to any facts the knowledge of which it is essential
for him to have in order to make an informed assessment.

(3) The Secretary of State or the Treasury may issue a cer-
tificate to the effect that the disclosure of any information (in-
cluding information that would otherwise have to be included
in a prospectus or supplementary prospectus for which they are
themselves responsible) would be contrary to the public interest
and the exchange shall be entitled to act on any such certificate
in exercising its powers under subsection (1)(a) above.

Compensation  166.—(1) Subject to section 167 below, the person or persons

for l‘gg‘?“ responsible for a prospectus or supplementary prospectus shall

”f:.';spec',‘:g. be liable to pay compensation to any person who has acquired
the securities to which the prospectus relates and suffered loss in
respect of them as a result of any untrue or misleading statement
in the prospectus or the omission from it of any matter required
to be included by section 163 or 164 above.

(2) Where rules applicable to a prospectus by virtue of section
162 above require it to include information as to any particular
matter on the basis that the prospectus must include a statement
either as to that matter or, if such is the case, that there is no such
matter, the omission from the prospectus of the information shall
be treated for the purpose of subsection (1) above as a statement
that there is no such matter.

(3) Subject to section 167 below, a person who fails to com-
ply with section 164 above shall be liable to pay compensation
to any person who has acquired any of the securities in question
and suffered loss in respect of them as a result of the failure.

(4) This section does not affect any liability which any person
may incur apart from this section.

(5) References in this section to the acquisition by any person
of securities include references to his contracting to acquire them
or an interest in them.
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167.—(1) A person shall not incur any liability under section  ParTV
166(1) above for any loss in respect of securities caused by any Exemption
such statement or omission as is there mentioned if he satisfies from liability
the court that at the time when the prospectus or supplementary to pay
prospectus was delivered for registration he reasonably believed, Sompessation.
having made such enquiries (if any) as were reasonable, that the
statement was true and not misleading or that the matter whose
omission caused the loss was properly omitted and—

(@) that he continued in that belief until the time when the
securities were acquired ; or

(b) that they were acquired before it was reasonably practi-
cable to bring a correction to the attention of persons
likely to acquire the securities in question ; or

(c) that before the securities were acquired he had taken
all such steps as it was reasonable for him to have
taken to secure that a correction was brought to the at-
tention of those persons ; or

(d) that the securities were acquired after such a lapse of
time that he ought in the circumstances to be reason-
ably excused ;

but paragraph (d) above does not apply where the securities
are dealt in on an approved exchange unless he satisfies the
court that he continued in that belief until after the commence-
ment of dealings in the securities on that exchange.

(2) A person shall not incur any liability under section 166(1)
above for any loss in respect of securities caused by a statement
purporting to be made by or on the authority of another person
as an expert which is, and is stated to be, included in the pros-
pectus or supplementary prospectus with that other person’s
consent if he satisfies the court that at the time when the pros-
pectus or supplementary prospectus was delivered for registra-
tion he believed on reasonable' grounds that the other person
was competent to make or authorise the statement and had con-
sented to its inclusion in the form and context in which it
was included and—

(@) that he continued in that belief until the time when the
securities were acquired ; or

(b) that they were acquired before it was reasonably practi-
cable to bring the fact that the expert was not com-
petent or had not consented to the attention of persons
likely to acquire the securities in question ; or

(c) that before the securities were acquired he had taken
all such steps as it was reasonable for him to have
taken to secure that that fact was brought to the at-
tention of those persons ; or
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(d) that the securities were acquired after such a lapse of
time that he ought in the circumstances to be reason-
ably excused ;

but paragraph (d) above does not apply where the securities are
dealt in on an approved exchange unless he satisfies the court
that he continued in that belief until after the commencement
of dealings in the securities on that exchange.

(3) Without prejudice to subsections (1) and (2) above, a
person shall not incur any liability under section 166(1) above
for any loss in respect of any securities caused by any such
statement or omission as is there mentioned if he satisfies the
court—

(@) that before the securities were acquired a correction or,
where the statement was such as is mentioned in sub-
section (2) above, the fact that the expert was not
competent or had not consented had been published
in a manner calculated to bring it to the attention of
persons likely to acquire the securities in question ; or

(b) that he took all such steps as it was reasonable for him
to take to secure such publication and reasonably
believed that it had taken place before the securities
were acquired.

(4) A person shall not incur any liability under section 166(1)
above for any loss resulting from a statement made by an
official person or contained in a public official document which
is included in the prospectus or supplementary prospectus if he
satisfies the court that the statement is accurately and fairly
reproduced.

(5) A person shall not incur any liability under section 166(1)
or (3) above if he satisfies the court that the person suffering
the loss acquired the securities in question with knowledge that
the statement was false or misleading, of the omitted matter or
of the change or new matter, as the case may be.

(6) A person shall not incur any liability under section 166(3)
above if he satisfies the court that he reasonably believed that
the change or new matter in question was not such as to call
for a supplementary prospectus.

(7) In this section “expert” includes any engineer, valuer,
accountant or other person whose profession, qualifications or
experience give authority to a statement made by him ; and ref-
erences to the acquisition of securities include references to
contracting to acquire them or an interest in them,
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168.—(1) For the purposes of this Part of this Act the persons
responsible for a propectus or supplementary prospectus are—

(@) the issuer of the securities to which the prospectus or
supplementary prospectus relates ;

(b) where the issuer is a body corporate, each person who
is a director of that body at the time when the pros-
pectus or supplementary prospectus is delivered for
registration ;

(c) where the issuer is a body corporate, each person who
has authorised himself to be named, and is named, in
the prospectus or supplementary prospectus as a direc-
tor or as having agreed to become a director of that
body either immediately or at a future time ;

(@ each person who accepts, and is stated in the prospectus
or supplementary prospectus as accepting, responsi-
bility for, or for any part of, the prospectus or supple-
mentary prospectus ;

(e) each person not falling within any of the foregoing
paragraphs who has authorised the contents of, or of
any part of, the prospectus or supplementary pros-
pectus.

(2) A person is not responsible under subsection (1)(a), (b) or
(¢) above unless the issuer has made or authorised the offer in
relation to which the prospectus or supplementary prospectus was
delivered for registration; and a person is not responsible for
a prospectus or supplementary prospectus by virtue of subsection
(1)(b) above if it is delivered for registration without his know-
ledge or consent and on becoming aware of its delivery he
forthwith gives reasonable public notice that it was delivered
without his knowledge or consent.

(3) Where a person has accepted responsibility for, or auth-
arised, only part of the contents of any prospectus or supplemen-
tary prospectus he is responsible under subsection (1)(d) or (e)
above for only that part and only if it is included in (or sub-
stantially in) the form and context to which he has agreed.

(4) Where a prospectus or supplementary prospectus relates
to securities which are to be issued in connection with an offer
by (or by a wholly-owned subsidiary of) the issuer for, or an
agreement for the acquisition by (or by a wholly-owned sub-
sidiary of) the issuer of, securities issued by another person or
in connection with any arrangement whereby the whole of the
undertaking of another person is to become the undertaking
of the issuer (of a wholly-owned subsidiary of the issuer or of a
body corporate which will become such a subsidiary by virtue
of the arrangement) then if—

(@) that other person ; and
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(b) where that other person is a body corporate, each per-
son who is a director of that body at the time when
the prospectus or supplementary prospectus is delivered
for registration and each other person who has auth.
orised himself to be named, and is named, in the pros-
pectus or supplementary prospectus as a director of
that body,

is responsible by virtue of paragraph (d) of subsection (1) above
for any part of the prospectus or supplementary prospectus
relating to that other person or to the securities or undertaking
to which the offer, agreement or arrangement relates, no person
shall be responsible for that part under paragraph (a), (b) or
(c) of that subsection but without prejudice to his being respon-
sible under paragraph (d).

(5) Neither paragraph (b) nor paragraph (c) of subsection
(1) above nor paragraph (b) of subsection (4) above applies in
the case of any director if the prospectus or supplementary
prospectus is subject to the rules of an approved exchange by
virtue of section 162(3) above and he is certified by the ex-
change as a person to whom that paragraph should not apply
by reason of his having an interest, or of any other circum-
stances, making it inappropriate for him to be responsible by
virtue of that paragraph.

(6) In this section “ wholly-owned subsidiary ”, in relation to
a person other than a body corporate, means any body cor
porate that would be his wholly-owned subsidiary if he were a
body corporate.

(7) Nothing in this section shall be construed as making a
person responsible for any prospectus or supplementary prospec-
tus by reason only of giving advice as to its contents in a pro-
fessional capacity.

(8) Where by virtue of this section the issuer of any shares
pays or is liable to pay compensation under section 166 above
for loss suffered in respect of shares for which a person has sub-
scribed no account shall be taken of that liability or payment in
determining any question as to the amount paid on subscription
for those shares or as to the amount paid up or deemed to be
paid up on them.

169.—(1) The Secretary of State may make rules—

(a) regulating the terms on which a person may offer securi-
ties by an advertisement to which this Part of this Act
applies ; and

(b) otherwise regulating his conduct with a view to en-
suring that the persons to whom the offer is addressed
are treated equally and fairly.
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(2) Rules under this section may, in particular, make provision  parrV
with respect to the giving of priority as between persons to whom
an offer is made and with respect to the payment of commis-
sions.

(3) Section 162(2) above shall apply also to rules made under

this section. \/

170.—(1) No private company and no old public compan)r\\dvenise-
shall issue or cause to be issued in the United Kingdom any ments by

advertisement offering securities to be issued by that company. gglr;;f:ni o

(2) Subsection (1) above shall not apply to an advertisement 2nd old
issued in such circumstances as may be specified by an order ggﬂ"gnm
made by the Secretary of State for the purpose of exempting from pagies.
that subsection such advertisements as are mentioned in section
160(6)(a), (b) or (c) above.

(3) An order under subsection (2) above may require any
person who by virtue of the order is authorised to issue an adver-
tisement to comply with such requirements as are specified in the
order.

(4) An order under subsection (2) above shall be subject to
annulment in pursuance of a resolution of either House of Par-
liament.

(5) In this section “old public company ” has the meaning
given in section 1 of the Companies Consolidation (Consequen- 1985c. 9.
tial Provisions) Act 1985 or the corresponding Northern Ire-
land provision.

171.—(1) An authorised person who— Contraven~

(a) contravenes section 159 or 160 above or rules made '™
under section 169 above ;

(b) contravenes any requirement imposed by an order
under section 160(6) or (7) or 170 above ; or

(c) on behalf of a company issues or causes to be issued
an advertisement which that company is prohibited
from issuing by section 170 above,

shall be treated as having contravened rules made under Chap-
ter V of Part I of this Act or, in the case of a person who is an
authorised person by virtue of his membership of a recognised
self-regulating organisation or certification by a recognised pro
fessional body, the rules of that organisation or body.

(2) Section 57 above shall apply to a company which issues
or causes to be issued an advertisement in contravention of
section 170 above as it applies to a person who issues an
advertisement in contravention of that section.
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(3) A person, other than an authorised person, who contra-
venes section 159 or 160, the rules made under section 169 or any
requirement imposed by an order under section 160(6) or (7) or
170 above shall be guilty of an offence and liable—

(@) on conviction on indictment, to imprisonment for a
term not exceeding two years or to a fine or to both ;

(b) on summary conviction, to imprisonment for a term
not exceeding six months or to a fine not exceeding
the statutory maximum or to both.

(4) A person who in the ordinary course of a business other
than investment business issues an advertisement to the order
of another person shall not be guilty of an offence under sub-
section (3) above in respect of a contravention of section 159 or
160 above if he proves that he believed on reasonable grounds
that neither section 159 nor section 160 above applied to the
advertisement or that one of those sections had been complied
with in respect of the advertisement.

(5) Without prejudice to any liability under section 166 above,
a person shall not be regarded as having contravened section 159
or 160 above by reason only of a prospectus not having fully
complied with the requirements of this Part of this Act as to its
form and content.

(6) Any contravention to which this section applies shall be
actionable at the suit of a person who suffers loss as a result of
the contravention subject to the defences and other incidents
applying to actions for breach of statutory duty.

PART V1
TAKBOVER OFFERS

172.—(1) The provisions set out in Schedule 12 to this Act
shall be substituted for sections 428, 429 and 430 of the Com-
panies Act 198S.

(2) Subsection (1) above does not affect any case in which
the offer in respect of the scheme or contract mentioned in
section 428(1) was made before the coming into force of this
section.

ParT VII
INSIDER DEALING

173.—(1) In section 2 of the Company Securities (Insider
Dealing) Act 1985 (abuse of information obtained by Crown
servants in official capacity) for the word “ Crown” wherever
it occurs there shall be substituted the word * public ”.

(2) At the end of that section there shall be added—

“ (4) ¢ Public servant’ means—

(@) a Crown servant ;
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(b) a member, officer or servant of a designated
agency, competent authority or transferee body
(within the meaning of the Financial Services Act
1986) ;

(c) an officer or servant of a recognised self-regulating
organisation, recognised investment exchange or
recognised clearing house (within the meaning of
that Act) ;

(d) any person declared by an order for the time being
in force under subsection (5) to be a public servant
for the purposes of this section.

(5) If it appears to the Secretary of State that the mem-
bers, officers or employees of or persons otherwise connected
with any body appearing to him to exercise public functions
may have access to unpublished price sensitive information
relating to securities, he may by order declare that those
persons are to be public servants for the purposes of this
section.

(6) The power to make an order under subsection (5)
shall be exercisable by statutory instrument and an instru-
ment containing such an order shall be subject to annulment
in pursuance of a resolution of either House of Parliament.”
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Par- VII

174.—(1) In subsection (1) of section 3 of the Company Secu- Market
rities (Insider Dealing) Act 1985 (actions not prohibited by sec- makers, off-

tions 1 and 2 of that Act) at the end of paragraph (c) there shall
be inserted the words “ ; or

(d) doing any particular thing in relation to any particular
securities if the information—

(i) was obtained by him in the course of a busi-
ness of a market maker in those securities in which
he was engaged or employed, and

(ii) was of a description which it would be reason-
able to expect him to obtain in the ordinary course

of that business,

and he does that thing in good faith in the course of
that business.”.

(2) At the end of that subsection there shall be inserted—

“ ¢ Market maker* means a person (whether an individual,
partnership or company) who—

(a) holds himself out at all normal times in com-
pliance with the rules of a recognised stock exchange
as willing to buy and sell securities at prices speci-
fied by him ; and

(b) is recognised as doing so by that recognised
stock exchange.”.

market
dealers etc.

1985 c. 8.
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ParT VII (3) The existing provisions of section 4 of that Act (off-market
deals in advertised securities) shall become subsection (1) of that
section and after that subsection there shall be inserted—

“(2) In its application by virtue of this section the
definition of *“ market maker ” in section 3(1) shall have
effect as if the references to a recognised stock exchange
were references to a recognised investment exchange (other
than an overseas investment exchange) within the meaning
of the Financial Services Act 1986.”.

(4) In section 13 of that Act—

(@ in subsection (1) (which defines dealing in securities
and provides that references to dealing on a recognised
stock exchange include dealing through an investment
exchange) the words from “ and references  onwards
shall be omitted ; and

(b) for subsection (3) (definition of off-market dealer) there
shall be substituted—

“(3) ‘Off-market dealer’ means a person who
is an authorised person within the meaning of the
Financial Services Act 1986.”.

Price 175. For section 6 of the Company Securities (Insider Deal-
stabilisation.  jn0) Act 1985 (international bonds) there shall be substituted—
1985 c. 8. * Price 6.—(1) No provision of section 1, 2, 4 or 5 pro-

stabilisation.  pipis an individual from doing anything for the pur-
pose of stablising the price of securities if it is done
in conformity with rules made under section 48 of
the Financial Services Act 1986 and—

(@) in respect of securities which fall within any
of paragraphs 1 to 5 of Schedule 1 to that
Act and are specified by the rules ; and

(b) during such period before or after the issue
of those securities as is specified by the
rules.

(2) Any order under subsection (8) of section 48
of that Act shall apply also in relation to subsection
(D of this section.”.

Contracts for 176, After subsection (1) of section 13 of the Company Securi-
g;?'m“c‘"s Y% ties (Insider Dealing) Act 1985 (definition of dealing in securi-
erence to . :
ties), there shall be inserted—

securities.

“(1A) For the purposes of this Act a person who (whe-
ther as principal or agent) buys or sells or agrees to buy or
sell investments within paragraph 9 of Schedule 1 to the
Financial Services Act 1986 (contracts for differences etc.)
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where the purpose or pretended purpose mentioned in that
paragraph is to secure a profit or avoid a loss wholly or
partly by reference to fluctuations in the value or price of
securities shall be treated as if he were dealing in those
securities.”.

177.—(1) If it appears to the Secretary of State that there are Investigations
circumstances suggesting that there may have been a contraven- into insider
tion of section 1, 2, 4 or 5 of the Company Securities (Insider dealing.
Dealing) Act 1985, he may appoint one or more competent 1985 c .8.

inspectors to carry out such investigations as are requisite to
establish whether or not any such contravention has occurred
and to report the results of their investigations to him.

(2) The appointment under this section of an inspector may
limit the period during which he is to continue his investigation
or confine it to particular matters.

(3) If the inspectors consider that any person is or may be
able to give information concerning any such contravention they
may require that person—

(@) to produce to them any documents in his possession or
under his control relating to the company in relation
to whose securities the contravention is suspected to
have occurred or to its securities ;

(b) to attend before them ; and

(c) otherwise to give them all assistance in connection with
the investigation which he is reasonably able to give ;

and it shall be the duty of that person to comply with that
requirement. :

(4) An inspector may examine on oath any person who he
considers is or may be able to give information concerning any
such contravention, and may administer an oath accordingly.

(5) The inspectors shall make such interim reports to the
Secretary of State as they think fit or he may direct and on the
conclusion of the investigation they shall make a final report
to him.

(6) A statement made by a person in compliance with a re-
quirement imposed by virtue of this section may be used in
evidence against him.

(7) A person shall not under this section be required to
disclose any information or producc any document which he
would be entitled to refuse to disclose or produce on grounds
of legal professional privilege in proceedings in the High Court
or on grounds of confidentiality as tetween client and profes-
sional legal adviser in proceedings in the Court of Session.
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(8) Nothing in this section shall require a person carrying on
the business of banking to disclose any information or produce
any document relating to the affairs of a customer unless—

(@) the customer is a person who the inspectors have rea-
son to believe may be able to give information concern-
ing a suspected contravention ; and

(b) the Secretary of State is satisfied that the disclosure or
production is necessary for the purposes of the investi-
gation.

(9) Where a person claims a lien on a document its produc-
tion under this section shall te without prejudice to his lien.

(10) In this section *“document” includes information re-
corded in any form; and in relation to information recorded
otherwise than in legible form references to its production include
references to producing a copy of the information in legible
form.

178.—(1) If any person—

(a) refuses to comply with any request under subsection (3)
of section 177 above ; or

(b) refuses to answer any question put to him by the inspec-
tors appointed under that section with respect to any
matter relevant for establishing whether or not any
suspected contravention has occurred,

the inspectors may certify that fact in writing to the court and the
court may inquire into the case.

(2) If, after hearing any witness who may be produced against
or on behalf of the alleged offender and any statement which
may be offered in defence, the court is satisfied that he did with-
out reasonable excuse refuse to comply with such a request or
answer any such question, the court may—

(@) punish him in like manner as if he had been guilty of
contempt of the court ; or

(b) direct that the Secretary of State may exercise his powers
under this section in respect of him ;

and the court may give a direction under paragraph (b) above
notwithstanding that the offender is not within the jurisdiction of
the court if the court is satisfied that he was notified of his right
to appear before the court and of the powers available under this
section.

(3) Where the court gives a direction under subsection (2)(b)
above in respect of an authorised person the Secretary of State
may serve a notice on him—
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(@) cancelling any authorisation of his to carry on invest-
ment business after the expiry of a specified period
after the service of the notice ;

(b) disqualifying him from becoming authorised to carry on
investment business after the expiry of a specified
period ;

(¢) restricting any authorisation of his in respect of invest-
ment business during a specified period to the perfor-
mance of contracts entered into before the notice comes
into force ;

(d) prohibiting him from entering into transactions of a
specified kind or entering into them except in specified
circumstances or to a specified extent ;

(e) prohibiting him from soliciting business from persons of
a specified kind or otherwise than from such persons ;
or

() prohibiting him from carrying on business in a specified
manner or otherwise thau in a specified manner.

(4) The period mentioned in paragraphs (a) and (¢) of sub-
section (3) above shall be such period as appears to the Secretary
of State reasonable to enable the person on whom the notice is
served to complete the performance of any contracts entered into
before the notice comes into force and to terminate such of
them as are of a continuing nature.

(5) Where the court gives a direction under subsection (2)(b)
above in the case of an unauthorised person the Secretary of
State may direct that any authorised person who knowingly
transacts investment business of a specified kind, or in specified
circumstances or to a specified extent, with or on behalf of that
unauthorised person shall be treated as having contravened rules
made under Chapter V of Part I of this Act or, in the case of a
person who is an authorised person by virtue of his membership
of a recognised self-regulating organisation or certification by a
recognised professional body, the rules of that organisation or
body.

(6) A person shall not be treated for the purposes of subsection
(2) above as having a reasonable excuse for refusing to comply
with a request or answer a question in a case where the contra-
vention or suspected contravention being investigated relates to
dealing by him on the instructions or for the account of another
person, by reason that at the time of the refusal—

(@) he did not know the identity of that other person ; or

(b) he was subject to the law of a country or territory out-
side the United Kingdom which prohibited him from
disclosing information relating to the dealing without

F
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the consent of that other person, if he might have
obtained that consent or obtained exemption from that
law.

(7) A notice served on a person under subsection (3) above
may be revoked at any time by the Secretary of State by serving
a revocation notice on him; and the Secretary of State shall
revoke such a notice if it appears to him that he has agreed to
comply with the relevant request or answer the relevant question.

(8) The revocation of such a notice as is mentioned in sub-
section (3)(@) above shall not have the effect of reviving the
authorisation cancelled by the notice except where the person
would (apart from the notice) at the time of the revocation be an
authorised person by virtue of his membership of a recognised
self-regulating organisation or certification by a recognised pro-
fessional body ; but nothing in this subsection shall be construed
as preventing any person who has been subject to such a notice
from again becoming authorised after the revocation of the
notice.

(9) If it appears to the Secretary of State—

(a) that a person on whom he serves a notice under sub-
section (3) above is an authorised person by virtue of
an authorisation granted by a designated agency or
by virtue of membership of a recognised self-regulating
organisation or certification by a recognised profes-
sional body ; or

(b) that a person on whom he serves a revocation notice
under subsection (7) above was such an authorised
person at the time that the notice which is being re-
voked was served,

he shall serve a copy of the notice on that agency, organisation
or body.

(10) The functions to which section 114 above applies shall
include the functions of the Secretary of State under this section
but any transfer of those functions shall be subject to a reserva-
tion that they are to be exercisable by him concurrently with
the designated agency and so as to be exercisable by the agency
subject to such conditions or restrictions as the Secretary of
State may from time to time impose.

ParT VIII
RESTRICTIONS ON DISCLOSURE OF INFORMATION

179.—(1) Subject to section 180 below, information which is
restricted information for the purposes of this section and relates
to the business or other affairs of any person shall not be dis-
closed by a person mentioned in subsection (3) below (*the
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primary recipient ”) or any person obtaining the information
directly or indirectly from him without the consent of the person
from whom the primary recipient obtained the information and
if different, the person to whom it relates.

(2) Subject to subsection (4) below, information is restricted
information for the purposees of this section if it was obtained
by the primary recipient for the purposes of, or in the discharge
of his functions under, this Act or any rules or regulations made
under this Act (whether or not by virtue of any requirement to
supply it made under those provisions).

(3) The persons mentioned in subsection (1) above are—
(@) the Secretary of State ;

(b) any designated agency, transferee body or body ad-
ministering a scheme under section 54 above ;

(¢) the Director General of Fair Trading ;

(d) the Chief Registrar of friendly societies ;

(e) the Registrar of Friendly Societies for Northern Ireland ;
(f) the Bank of England ;

(g) any member of the Tribunal ;

(h) any person appointed or authorised t<; exercise any
powers under section 94, 106 or 177 above ; and

(i) any officer or servant of any such person.

(4) Information shall not be treated as restricted information
for the purposes of this section if it has been made available to
the public by virtue of being disclosed in any circumstances
in which or for any purpose for which disclosure is not preclu-
ded by this section.

(5) Subject to section 180 below, information obtained by the
competent authority in the exercise of its functions under Part
IV of this Act or received by it pursuant to a Community obli-
gation from any authority exercising corresponding functions in
another member State shall not be disclosed without the consent
of the person from whom the competent authority obtained the
information and, if different, the person to whom it relates.

(6) Any person who contravenes this section shall be guilty of
an offence and liable—
(@) on conviction on indictment, to imprisonment for a
term not exceeding two years or to a fine or to both ;
(b) on summary conviction, to imprisonment for a term not
exceeding three months or to a fine not exceeding the
statutory maximum or to both.

F2
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180.—(1) Section 179 above shall not preclude the disclosure
of information—

(@) with a view to the institution of or otherwise for the
purposes of criminal proceedings : '

(b) with a view to the institution of or otherwise for the
purposes of any civil proceedings arising under or by
virtue of this Act or proceedings before the Tribunal ;

(o) for the purpose of enabling or assisting the Secretary
of State to exercise any powers conferred on him by
this Act or by the enactments relating to companies
insurance companies or insolvency or for the purpose
of enabling or assisting any inspector appointed by him
under the enactments relating to companies to dis-
charge his functions ;

(d) for the purpose of enabling or assisting the Department
of Economic Development for Northern Ireland to
exercise any powers conferred on it by the enactments
relating to companies or insolvency or for the purpose
of enabling or assisting any inspector appointed by it
under the enactments relating to companies to dis-
charge his functions ;

(e) for the purpose of enabling or assisting a designated
agency or transferee body or the competent authority
to discharge its functions under this Act or of enabling
or assisting the body administering a scheme under
section 54 above to discharge its functions under the
scheme ;

() for the purpose of enabling or assisting the Bank of
England to discharge its functions under the Banking
Act 1979 or any other functions ;

(¢) for the purpose of enabling or assisting the Deposit
Protection Board to discharge its functions under that
Act;

(h) for the purpose of enabling or assisting the Chief
Registrar of friendly societies or the Registrar of
Friendly Societies for Northern Ireland to discharge
his functions under this Act or under the enactments
relating to friendly societies or building societies ;

(i) for the purpose of enabling or assisting the Industrial
Assurance Commissioner or the Industrial Assurance
Commissioner for Northern Ireland to discharge his
functions under the enactments relating to industrial
assurance ;

(j) for the purpose of enabling or assisting the Insurance
Brokers Registration Council to discharge its functions
under the Insurance Brokers (Registration) Act 1977 ;
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(k) for the purpose of enabling or assisting an official re- Part VIII
ceiver to discharge his functions under the enactments
relating to insolvency or for the purpose of enabling or
assisting a body which is for the time being a recog-
nised professional body for the purposes of section 391
of the Insolvency Act 1986 to discharge its functions 1986 c. 45.
as such ;

()) for the purpose of enabling or assisting the Building
Societies Commission to discharge its functions under
the Building Societies Act 1986 ; 1986 c. 53.

(m) for the purpose of enabling or assisting the Director
General of Fair Trading to discharge his functions
under this Act ;

(n) for the purpose of enabling or assisting a recognised
self-regulating organisation, recognised investment
exchange, recognised professional body, or recognised
clearing house to discharge its functions as such ;

(o) with a view to the institution of, or otherwise for the
purposes of, any disciplinary proceedings relating to the
exercise by a solicitor, auditor, accountant, valuer or
actuary of his professional duties ;

(p) for the purpose of enabling or assisting any person
appointed or authorised to exercise any powers under
section 94, 106 or 177 above to discharge his func-
tions ;

(@) for the purpose of enabling or assisting an auditor of
an authorised person or a person approved under sec-
tion 108 above to discharge his functions ;

() if the information is or has been available to the public
from other sources ;

() in a summary or collection of information framed in
such a way as not to enable the identity of any person
to whom the information relates to be ascertained ; or

(9) in pursuance of any Community obligation.

(2) Section 179 above shall not preclude the disclosure of
information to the Secretary of State or to the Treasury if the
disclosure is made in the interests of investors or in the public
interest.

(3) Subject to subsection (4) below, section 179 above shall
not preclude the disclosure of information for the purpose of
enabling or assisting any public or other authority for the time
being designated for the purposes of this section by an order
made by the Secretary of State to discharge any functions which
are specified in the order.

F3
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ParT VIII (4) An order under subsection (3) above designating an auth-
ority for the purposes of that subsection may—

(@) impose conditions subject to which the disclosure of
information is permitted by that subsection ; and

(b) otherwise restrict the circumstances in which that sub-
section permits disclosure.

(5) Section 179 above shall not preclude the disclosure—

(a) of any information contained in an unpublished report
of the Tribunal which has been made available to any
person under this Act, by the person to whom it was
made available or by any person obtaining the infor-
mation directly or indirectly from him ;

(b) of any information contained in any notice or copy of
a notice served under this Act, notice of the contents
of which has not been given to the public, by the
person on whom it was served or any person obtaining
the information directly or indirectly from him ;

(c) of any information contained in the register kept under
section 102 above by virtue of subsection (1)(e) of that
section, by a person who has inspected the register
under section 103(2) or (3) above or any person obtain-
ing the information directly or indirectly from him.

(6) Section 179 above shall not preclude the disclosure of
information for the purpose of enabling or assisting an authority
in a country or territory outside the United Kingdom to exercise
functions corresponding to those of the Secretary of State under

1982 c. 50. this Act or the Insurance Companies Act 1982 or to those of

1979 c. 37. the Bank of England under the Banking Act 1979 or to those of
the competent authority under this Act or any other functions
in connection with rules of law corresponding to the provisions

1985 c. 8. of the Company Securities (Insider Dealing) Act 1985 or Part
VII of this Act.

(7) Section 179 above shall not preclude the disclosure of in-
formation by the Director General of Fair Trading or any officer
or servant of his or any person obtaining the information directly
or indirectly from the Director or any such officer or servant if
the information was obtained by the Director or any such officer
or servant for the purposes of or in the discharge of his functions
under this Act (whether or not he was the primary recipient of
the information within the meaning of section 179 above) and
the disclosure is made—

(a) for the purpose of enabling or assisting the Director, the
Secretary of State or any other Minister, the Mono-
polies and Mergers Commission or any Northern Ire-
land department to discharge any function conferred
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on him or them by the Fair Trading Act 1973 (other
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than Part II or III of that Act), the Restrictive Trade 1973 c. 41.
Practices Act 1976 or the Competition Act 1980; or 1976 c. 34.

(b) for the purposes of any civil proceedings under any of 1980 c. 21.

those provisions ;

and information shall not be treated as restricted information
for the purposes of section 179 above if it has been made avail-
able to the public by virtue of this subsection.

(8) The Secretary of State may by order modify the applica-
tion of any provision of this section so as—

(@) to prevent the disclosure by virtue of that provision ; or

(b) to restrict the extent to which disclosure is permitted by
virtue of that provision,

of information received by a person specified in the order
pursuant to a Community obligation from a person exercising
functions in relation to a collective investment scheme who is
also so specified.

(9) An order under subsection (3) or (8) above shall be subject
to annulment in pursuance of a resolution of either House of
Parliament.

181.

(1) If it appears to the Secretary of State to be in the Directions

public interest to do so, he may give a direction prohibiting the restricting

disclosure to any person in a country or territory outside the

disclosure of
information

United Kingdom which is specified in the direction, or to such gyerseas.

persons in such a country or territory as may be so specified,
of such information to which this section applies as may be so
specified.

(2) A direction under subsection (1) above—

(@) may prohibit disclosure of the information to which it
applies by all persons or only by such persons or classes
of person as may be specified in it ; and

(b) may prohibit such disclosure absolutely or in such cases
or subject to such conditions as to consent or otherwise
as may be specified in it ;

and a direction prohibiting disclosure by all persons shall be
published by the Secretary of State in such manner as appears to
him to be appropriate.

(3) This section applies to any information relating to the
business or other affairs of any person which was obtained
(whether or not by virtue of any requirement to supply it) directly
or indirectly—

(a) by a designated agency, a transferee body, the compe-
tent authority or any person appointed or authorised to

F4
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exercise any powers under section 94, 106 or 177 above
(or any officer or servant of any such body or person)
for the purposes or in the discharge of any functions of
that body or person under this Act or any rules or
regulations made under this Act or of any monitoring
agency functions ; or

(b) by a recognised self-regulating organisation, a recognised
professional body, a recognised investment exchange or
a recognised clearing house other than an overseas
investment exchange or clearing house (or any officer
or servant of such an organisation, body, investment
exchange or clearing house) for the purposes or in the
discharge of any of its functions as such or of any
monitoring agency functions.

6

(4) In subsection (3) above * monitoring agency functions”
means any functions exercisable on behalf of another body by
virtue of arrangements made pursuant to paragraph 4(2) of
Schedule 2, paragraph 4(6) of Schedule 3, paragraph 3(2) of
Schedule 4 or paragraph 3(2) of Schedule 7 to this Act or of
such arrangements as are mentioned in section 39(4)(b) above.

(5) A direction under this section shall not prohibit the dis-
closure by any person other than a person mentioned in subsec-
tion (3) above of—

(@) information relating only to the affairs of that person;
or

(b) information obtained by that person otherwise than
directly or indirectly from a person mentioned in sub-
section (3) above.

(6) A direction under this section shall not prohibit the dis-
closure of information in pursuance of any Community obliga-
tion.

(7) A person who knowingly discloses information in contra-
vention of a direction under this section shall be guilty of an
offence and liable—

(a) on conviction on indictment, to imprisonment for a term
not exceeding two years or to a fine or to both ;

(b) on summary conviction, to imprisonment for a term not
exceeding three months or to a fine not exceeding the
statutory maximum or to both.

(8) A person shall not be guilty of an offence under this sec-
tion by virtue of anything done or omitted to be done by him
outside the United Kingdom unless he is a British citizen, a
British Dependent Territories citizen, a British Overseas citizen
or a body corporate incorporated in the United Kingdom.
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183. Reciprocal
sury that by reason of— facilities for
financial
(@) the law of any country outside the United Kingdom ; or pusiness.
(b) any action taken by or the practices of the government

or any other authority or body in that country,

persons connected with the United Kingdom are unable to carry
on investment, insurance or banking business in, or in relation
to, that country on terms as favourable as those on which persons
connected with that country are able to carry on any such busi-
ness in, or in relation to, the United Kingdom, the Secretary of
State or, as the case may be, the Treasury may serve a notice
under this subsection on any person connected with that country
who is carrying on or appears to them to intend to-carry on any
such business in, or in relation to, the United Kingdom.

(2) No notice shall be served under subsection (1) above unless
the Secretary of State or, as the case may be, the Treasury con-
sider it in the national interest to serve it; and before doing so
the Secretary of State or, as the case may be, the Treasury shall
so far as they consider expedient consult such body or bodies

as appear to them to represent the interests of persons likely to
be affected.

(3) A notice under subsection (1) above shall state the grounds
on which it is given (identifying the country in relation to which
those grounds are considered to exist); and any such notice
shall come into force on such date as may be specified in it.

(4) For the purposes of this section a person is connected
with a country if it appears to the Secretary of State or, as the
case may be, the Treasury—

(@) in the case of an individual, that he is a national of or
resident in that country or carries on investment, in-
surance or banking business from a principal placc
of business there ;

(b) in the case of a body corporate, that it is incorporated
or has a principal place of business in that country or
is controlled by a person or persons connected with
that country ; ‘
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ParT IX (¢) in the case of a partnership, that it has a principal place
of business in that country or that any partner is con-
nected with that country ;

(d) in the case of an unincorpnrated association which is
not a partnership, that it is formed under the law of that
country, has a principal place of business there or is
controlled by a person or persons connected with that
country.

(5) In this section “ country " includes any territory or part of
a country or territory ; and where it appears to the Secretary of
State or, as the case may be, the Treasury that there are such
grounds as are mentioned in subsection (1) above in the case of
any part of a country or territory their powers under that subsec-
tion shall also be exercisable in respect of any person who is
connected with that country or territory or any other part of it.

Investment 184.—(1) A notice under section 183 above relating to the

la)ﬂd_ insurance carrying on of investment business or insurance business shall be
uSIness. served by the Secretary of State and such a notice may be a

disqualification notice, a restriction notice or a partial restric-
tion notice and may relate to the carrying on of business of both
kinds.

(2) A disqualification notice as respects investment business
or insurance business shall have the effect of—

(a) cancelling any authorisation of the person concerned
to carry on that business after the expiry of such period
after the service of the notice as may be specified in it ;

(b) disqualifying him from becoming authorised to carry
on that business after the expiry of that period ; and

(c) restricting any authorisation of the person concerned
in respect of that business during that period to the
performance of contracts entered into before the notice
comes into force ;

and the period specified in such a notice shall be such period as
appears to the Secretary of State to be reasonable to enable the
person on whom it is served to complete the performance of
those contracts and to terminate such of them as are of a con-
tinuing nature.

(3) A restriction notice as respects investment business or in-
surance business shall have the effect of restricting any author-
isation of the person concerned in respect of that business to
the performance of contracts entered into before the notice comes
into force.
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(4) A partial restriction notice as respects investment business
may prohibit the person concerned from—

(a) entering into transactions of any specified kind or enter-
ering into them except in specified circumstances or to
a specified extent ;

(b) soliciting business from persons of a specified kind or
otherwise than from such persons ;

(c) carrying on business in a specified manner or otherwise
than in a specified manner.

(5) A partial restriction notice as respects insurance business
may direct that the person concerned shall cease to be author-
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ised under section 3 or 4 of the Insurance Companies Act 1982 1982 c. 50.

to effect_contracts of insurance of any description specified in
the notice.

(6) If it appears to the Secretary of State that a person on
whom he serves a notice under section 183 above as respects
investment business is an authorised person by virtue of an
authorisation granted by a designated agency or by virtue of
membership of a recognised self-regulating organisation or certi-
fication by a recognised professional body he shall serve a copy
of the notice on that agency, organisation or body.

(7) If it appears to the Secretary of State—

(a) that any person on whom a partial restriction notice has
been served by him has contravened any provision of
that notice or, in the case of a notice under subsection
(5) above, effected a contract of insurance of a des-
cription specified in the notice ; and

(b) that any such grounds as are mentioned in subsection
(1) of section 183 above still exist in the case of the
country concerned,

he may serve a disqualification notice or a restriction notice on
him under that section.

(8) Sections 28, 33, 60, 61 and 62 above shall have effect in
relation to a contravention of such a notice as is mentioned in
subsection (4) above as they have effect in relation to any such
contravention as is mentioned in those sections.

185.—(1) A notice under section 183 above relating to the Banking
carrying on of a deposit-taking business as a recognised bank business.
or licensed institution within the meaning of the Banking Act 1979 c. 37.

1979 shall be served by the Treasury and may be either a dis-
qualification notice or a partial restriction notice.

(2) A disqualification notice relating to such business shall
have the effect of—
(a) cancelling any recognition or licence granted to the
person concerned under the Banking Act 1979 ; and
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(b) disqualifying him from becoming a recognised bank or
licensed institution within the meaning of that Act.

(3) A partial restriction notice relating to such business may—

(a) prohibit the person concerned from dealing with or dis-
posing of his assets in any manner specified in the
direction ;

(b) impose limitations on the acceptance by him of de-
posits ;

(c) prohibit him from soliciting deposits either generally or
from persons who are not already depositors ;

(d) prohibit him from entering into any other transaction
or class of transactions ;

(e) require him to take certain steps, to pursue or refrain
from pursuing a particular course of activities or to
restrict the scope of his business in a particular way.

(4) The Treasury shall serve on the Bank of England a copy
of any notice served by them under section 183 above.

(5) Any person who contravenes any provision of a partial
restriction notice served on him by the Treasury under this
section shall be guilty of an offence and liable—

(a) on conviction on indictment, to a fine ;

(b) on summary conviction, to a fine not exceeding the sta-
tutory maximum.

(6) Any such contravention shall be actionable at the suit of
a person who suffers loss as a result of the contravention subject
to the defences and other incidents applying to actions for breach
of statutory duty, but no such contravention shall invalidate
any transaction.

(7) At the end of subsection (1) of section 8 of the Banking
Act 1979 (power to give directions in connection with termination
of deposit-taking authority) there shall be inserted—

“(d) at any time after a disqualification notice has been
served on the institution by the Treasury under section
183 of the Financial Services Act 1986.”.

186.—(1) The Secretary of State or the Treasury may vary
a partial restriction notice served under section 183 above by
a notice in writing served on the person concerned ; and any such
notice shall come into force on such date as is specified in the
notice.

(2) A notice under section 183 above may be revoked at
any time by the Secretary of State or, as the case may be, the
Treasury by serving a revocation notice on the person concerned ;
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and the Secretary of State or, as the case may be, the Treasury
shall revoke a notice if it appears to them that there are no
longer any such grounds as are mentioned in subsection (1) of
that section in the case of the country concerned.

(3) The revocation of a disqualification notice as respects
investment business or insurance business shall not have the
effect of reviving the authorisation which was cancelled by the
notice except where the notice relates to investment business and
the person concerned would (apart from the disqualification
notice) at the time of the revocation be an authorised person
as respects the investment business in question by virtue of
his membership of a recognised self-regulating organisation or
certification by a recognised professional body.

(4) The revocation of a disqualification notice as respects
banking business shall not have the effect of reviving the recogni-
tion or licence which was cancelled by the notice.

(5) Nothing in subsection (3) or (4) above shall be construed
as preventing any person who has been subject to a disqualifica-
tion notice as respects any business from again becoming auth-
orised or, as the case may be, becoming a recognised bank or
licensed institution within the meaning of the Banking Act
1979 after the revocation of the notice.

(6) If it appears to the Secretary of State that a person on whom
he serves a notice under this section as respects investment busi-
ness was an authorised person by virtue of an authorisation
granted by a designated agency or by virtue of membership of
a recognised self-regulating organisation or certification by a
recognised professional body at the time that the notice which
is being varied or revoked was served, he shall serve a copy
of the notice on that agency, organisation or body.

(7) The Treasury shall serve on the Bank of England a copy
of any notice served by them under this section.

ParT X
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187.—(1) Neither a recognised self-regulating organisation nor Exemption
any of its officers or servants or members of its governing body from liability
shall be liable in damages for anything done or omitted in the for damages.

discharge or purported discharge of any functions to which this
subsection applies unless the act or omission is shown to have
been in bad faith.
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PART X (2) The functions to which subsection (1) above applies are the
functions of the organisation so far as relating to, or to matters
arising out of—

(a) the rules, practices, powers and arrangements of the
organisation to which the requirements in paragraphs
1 to 6 of Schedule 2 to this Act apply ;

(b) the obligations with which paragraph 7 of that Schedule
requires the organisation to comply ;

(c) any guidance issued by the organisation ;

(d the powers of the organisation under section 53(2),
64(4), 72(5), 73(5) or 105(2)(a) above ; or

(e) the obligations to which the organisation is subject by
virtue of this Act.

(3) No designated agency or transferee body nor any member,
officer or servant of a designated agency or transferee body shall
be liable in damages for anything done or omitted in the dis-
charge or purported discharge of the functions exercisable by the
agency by virtue of a delegation order or, as the case may be,
the functions exercisable by the body by virtue of a transfer
order unless the act or omission is shown to have been in bad
faith.

(4) Neither the competent authority nor any member, officer,
or servant of that authority shall be liable in damages for any-
thing done or omitted in the discharge or purported discharge of
any functions of the authority under Part IV of this Act unless
the act or omission is shown to have been in bad faith.

(5) The functions to which subsections (1) and (3) above apply
also include any functions exercisable by a recognised self-
regulating organisation, designated agency or transferee body on
behalf of another body by virtue of arrangements made pursuant
to paragraph 4(2) of Schedule 2, paragraph 4(6) of Schedule 3,
paragraph 3(2) of Schedule 4 or paragraph 3(2) of Schedule 7
to this Act or of such arrangements as are mentioned in section
39(4)(b) above.

(6) A recognised professional body may make it a condition
of any certificate issued by it for the purposes of Part I of this
Act that neither the body nor any of its officers or servants or
members of its governing body is to be liable in damages for
anything done or omitted in the discharge or purported discharge
of any functions to which this subsection applies unless the act
or omission is shown to have been in bad faith.

(7) The functions to which subsection (6) above applies are the
functions of the body so far as relating to, or to matters arising
out of—

(a) the rules, practices and arrangements of the body to
which the requirements in paragraphs 2 to 5 of Sched-
ule 3 to this Act apply ;
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(b) the obligations with which paragraph 6 of that Schedule  Parr X
requires the body to comply ;

(c) any guidance issued by the body in respect of any mat-
ters dealt with by such rules as are mentioned in para-
graph (a) above ;

(d) the powers of the body under the provisions mentioned
in subsection (2)(d) above or under section 54(3) above ;
or

(e) the obligations to which the body is subject by virtue of
this Act.

188.—(1) Proceedings arising out of any act or omission (or Jurisdiction
proposed act or omission) of a designated agency, transferee 22&;?“5
body or the competent authority in the discharge or purported concerning
discharge of any of its functions under this Act may be brought designated

in the High Court or the Court of Session. agency etc.

(2) At the end of Schedule 5 to the Civil Jurisdiction and 1982 c. 27.
Judgments Act 1982 (exclusion of certain proceedings from the
provisions of Schedule 4 to that Act which determine whether
the courts in each part of the United Kingdom have jurisdiction
in proceedings) there shall be inserted—

“ Proceedings concerning financial services agencies

10. Such proceedings as are mentioned in section 188 of
the Financial Services Act 1986.”.

189.—(1) The Rehabilitation of Offenders Act 1974 shall Restriction of
have effect subject to the provisions of this section in cases where Rehabilitation

the spent conviction is for— ch?{f;';f ers
(@) an offence involving fraud or other dishonesty ; or 1974 ¢, 53,

(b) an offence under legislation (whether or not of the
United Kingdom) relating to companies (including
insider dealing), building societies, industrial and pro-
vident societies, credit unions, friendly societies, in-
surance, banking or other financial services, insolvency,
consumer credit or consumer protection.

(2) Nothing in section 4(1) (restriction on evidence as to spent
convictions -in proceedings) shall prevent the determination in
any proceedings specified in Part I of Schedule 14 to this Act of
any issue, or prevent the admission or requirement in any such
proceedings of any evidence, relating to a person’s previous
convictions for any such offence as is mentioned in subsection
(I) above or to circumstances ancillary thereto.

(3) A conviction for any such offence as is mentioned in sub-
section (1) above shall not be regarded as spent for the purposes
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Part X  of section 4(2) (questions relating to an individual’s previous
convictions) if—

(a) the question is put by or on behalf of a person specified
in the first column of Part II of that Schedule and
relates to an individual (whether or not the person
questioned) specified in relation to the person putting
the question in the second column of that Part ; and

(b) the person questioned is informed when the question
is put that by virtue of this section convictions for any
such offence are to be disclosed.

(4) Section 4(3)(b) (spent conviction not to be ground for ex-
cluding person from office, occupation etc.) shall not prevent
a person specified in the first column of Part III of that Schedule
from taking such action as is specified in relation to that person
in the second column of that Part by reason, or partly by reason,
of a spent conviction for any such offence as is mentioned in
subsection (1) above of an individual who is—

(a) the person in respect of whom the action is taken ;

(b) as respects action within paragraph 1 or 4 of that Part,
an associate of that person ; or

(c) as respects action within paragraph 1 of that Part con-
sisting of a decision to refuse or revoke an order declar-
ing a collective investment scheme to be an authorised
unit trust scheme or a recognised scheme, the operator
or trustee of the scheme or an associate of his,

or of any circumstances ancillary to such a conviction or of a
failure (whether or not by that individual) to disclose such a
conviction or any such circumstances.

) () Parts I, IT and III of that Schedule shall have effect sub-
ject to Part IV.
(6) In this section and that Schedule “ associate means—

(a) in relation to a body corporate, a director, manager or
controller ;

(b) in relation to a partnership, a partner or manager ;

() in relation to a registered friendly society, a trustee,
manager or member of the committee of the society ;

(d) in relation to an unincorporated association, a member
:)f 11lts governing body or an officer, manager or con-
roller ;

(e) in relation to an individual, a manager.

(7) This section and that Schedule shall app] to Northem

Ireland with t!le substitution for the references ?g t%le sallg Act of

1974 and section 4(1), (2) and (3)(b) of that Act of references to

(113718/59108 the Rehabilitation of Offenders (Northern Ireland) Order 1978
L 27). and Article 5(1), (2) and (3)(b) of that Order.
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190. An order under section 30 of the Data Protection Act  Part X
1984 (exemption from subject access provisions of data held for Data
the purpose of discharging designated functions conferred by or protection.
under enactments relating to the regulation of financial services 1984 ¢. 35.
etc.) may designate for the purposes of that section as if they were
functions conferred by or under such an enactment as is there
mentioned—

(@) any functions of a recognised self-regulating organisa-
tion in connection with the admission or expulsion
of members, the suspension of a person's membership
or the supervision or regulation of persons carrying on
investment business by virtue of membership of the
organisation ;

(b) any functions of a recognised professional body in con-
nection with the issue of certificates for the purposes of
Part I of this Act, the withdrawal or suspension of
such certificates or the supervision or regulation of per-
sons carrying on investment business by virtue of cer-
tification by that body ;

(c) any functions of a recognised self-regulating organisa-
tion for friendly societies in connection with the super-
vision or regulation of its member societies.

191.—(1) Subject to the provisions of this section, a person Occupationai
who apart from this section would not be regarded as carrying pension
on investment business shall be treated as doing so if he engages Schemes.
in the activity of management falling within paragraph 14 of
Schedule 1 to this Act in a case where the assets referred to in
that paragraph are held for the purposes of an occupational
pension scheme.

(2) Subsection (1) above does not apply where all decisions,
or all day to day decisions, in the carrying on of that activity
so far as relating to assets which are investments are taken on
behalf of the person concerned by—

(@) an authorised person ;

(b) an exempted person who in doing so is acting in the
course of the business in respect of which he is ex-
empt ; or

(c) a person who does not require authorisation to manage

the assets by virtue of Part IV of Schedule 1 to this
Act.

(3) The Secretary of State may by order direct that a person
of such description as is specified in the order shall not by virtue
of this section be treated as carrying on investment business
where the assets are held for the purposes of an occupational
pension scheme of such description as is so specified, being a
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scheme in the case of which it appears to the Secretary of State
that management by an authorised or exempted person is un-
necessary having regard to the size of the scheme and the control
exercisable over its affairs by the members.

(4) An order under subsection (3) above shall be subject to
annulment in pursuance of a resolution of either House of Parlia-
ment.

(5) For the purposes of subsection (1) above paragraph 14 of
Schedule 1 to this Act shall be construed without reference to
paragraph 22 of that Schedule.

192.—(1) If it appears to the Secretary of State—

(a) that any action proposed to be taken by a recognised
self-regulating organisation, designated agency, trans-
feree body or competent authority would be incom-
patible with Community obligations or any other inter-
national obligations of the United Kingdom ; or

(b) that any action which that organisation, agency, body
or authority has power to take is required for the
purpose of implementing any such obligations,

he may direct the organisation, agency, body or authority not to
take or, as the case may be, to take the action in question.

(2) Subsection (1) above applies also to an approved exchange
within the meaning of Part V of this Act in respect of any action
which it proposes to take or has power to take in respect of
rules applying to a prospectus by virtue of a direction under
section 162(3) above.

(3) A direction under this section may include such supple-
mentary or incidental requirements as the Secretary of State thinks
necessary or expedient.

(4) Where the function of making or revoking a recognition
order in respect of a self-regulating organisation is exercisable
by a designated agency any direction under subsection (I)
above in respect of that organisation shall be a direction requir-
ing the agency to give the organisation such a direction as is
specified in the direction given by the Secretary of State.

(5) Any direction under this section shall, on the application
of the person by whom it was given, be enforceable by man-
damus or, in Scotland, by an order for specific performance
under section 91 of the Court of Session Act 1868.

193.—(1) Section 1(1) of the Banking Act 1979 (control of
deposit-taking) shall not apply to the acceptance of a deposit by
an authorised or exempted person in the course or for the
purpose of engaging in any activity falling within paragraph 12 of
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Schedule 1 to this Act with or on behalf of the person by whom
or on whose behalf the deposit is made or any activity falling
within paragraph 13, 14 or 16 of that Schedule on behalf of
that person.

(2) Subsection (1) above applies to an exempted person only if
the activity is one in respect of which he is exempt ; and for the
purposes of that subsection the paragraphs of Schedule 1 there
mentioned shall be construed without reference to Parts III and
IV of that Schedule.

(3) This section is without prejudice to any exemption from the
said Act of 1979 which applies to an authorised or exempted
person apart from this section.
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194.—(1) In section 5 of the Stock Exchange (Completion of Transfers
Bargains) Act 1976 (protection of trustces etc. in case of transfer to or from

of shares etc. to or from a stock exchange nominee)—

recognised
clearing

(@) for the words “ a stock exchange nominee ”, in the first houses.
place where they occur, there shall be substituted the 1976 ¢, 47.

words ““ a recognised clearing house or a nominee of a
recognised clearing house or of a recognised invest-
ment exchange ” ;

(b) for those words in the second place where they occur
there shall be substituted the words “ such a clearing
house or nominee ” ;

(c) at the end there shall be added the words “ ; but no per-
son shall be a nominee for the purposes of this section
unless he is a person designated for the purposes of this
section in the rules of the recognised investment ex-
change in question ”.

(2) The provisions of that section as amended by subsection
(1) above shall become subsection (1) of that section and after
that subsection there shall be inserted—

“ (2) In this section ““ a recognised clearing house  means
a recognised clearing house within the meaning of the
Financial Services Act 1986 acting in relation to a recog-
nised investment exchange within the meaning of that
Act and ““ a recognised investment exchange ” has the same
meaning as in that Act.”

53) In Article 7 of the Stock Exchange (Completion of Bar- 57, 1977/1254
gains) (Northern Ireland) Order 1977 (protection of trustees etc. (N.I. 21).

in case of transfer of shares etc. to or from a stock exchange
nominee)— ‘

(@) for the words “ a stock exchange nominee ”, in the first

place where they occur, there shall be substituted the

words ‘‘a recognised clearing house or a nominee of
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PART X a recognised clearing house or of a recognised invest-
ment exchange ™ ;

(b) for those words in the second place where they occur
there shall be substituted the words * such a clearing
house or nominee ”;

(c) at the end there shall be added the words “; but no
person shall be a nominee for the purposes of this
Article unless he is a person designated for the purposes
of this Article in the rules of the recognised investment
exchange in question ”.

(4) The provisions of that Article as amended by subsection
(3) above shall become paragraph (1) of that Article and after
that paragraph there shall be inserted—

“(2) In this Article ““ a recognised clearing house ”’ means
a recognised clearing house within the meaning of the
Financial Services Act 1986 acting in relation to a recog-
nised investment exchange within the meaning of that Act
and “a recognised investment exchange ” has the same
meaning as in that Act.”

1985 ¢c. 6 (5) In subsection (4) of section 185 of the Companies Act
1985 (exemption from duty to issue certificates in respect of
shares etc. in cases of allotment or transfer to a stock exchange
nominee)—

(a) for the words ‘“ a stock exchange nominee ™ in the first
place where they occur there shall be substituted the
words ‘“ a recognised clearing house or a nominee of
a recognised clearing house or of a recognised invest-
ment ¢xchange ” ;

(b) for those words in the second place where they occur
there shall be substituted the words “ such a clearing
house or nominee ' ;

(c) at the end of the first paragraph in that subsection there
shall be inserted the words *; but no person shall be a
nominee for the purposes of this section unless he is 8
person designated for the purposes of this section in
the rules of the recognised investment exchange in
question ” ; and

(d) for the second paragraph in that subsection there shall
be substituted—

* * Recognised clearing house ’ means a recognised
clearing house within the meaning of the Financial
Services Act 1986 acting in relation to a recognised
investment exchange and ‘ recognised investment ex-
change ’ has the same meaning as in that Act.”.
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(6) In paragraph (4) of Article 195 of the Companies (Northern = Part X
Ireland) Order 1986 (duty to issue certificates in respect of shares S.1. 1986/1032
etc. in cases of allotment or transfer unless it is to a stock ex- (N.1.6.)
change nominee)—

(@) for the words ‘“ a stock exchange nominee ” in the first
place where they occur there shall be substituted the
words ““ a recognised clearing house or a nominee of
a recognised clearing house or of a recognised invest-
ment exchange ” ;

(b) for those words in the second place where they occur
there shall be substituted the words “ such a clearing
house or nominee ™ ;

(c) at the end of the first sub-paragraph in that paragraph
there shall be inserted the words *“; but no person
shall be a nominee for the purposes of this Article un-
less he is a person designated for the purposes of this
Article in the rules of the recognised investment ex-
change in question ””; and

(d) for the second sub-paragraph in that paragraph there
shall be substituted * * recognised clearing house ’ means
a recognised clearing house within the meaning of the
Financial Services Act 1986 acting in relation to a re-
cognised investment exchange and ‘ recognised invest-
ment exchange’ has the same meaning as in that
Act.”.

195. As respects debentures which, under the terms of issue, Offers of

must be repaid within less than one year of the date of issue— 32%2;?3:::
(@ section 79(2) of the Companies Act 1985 (offer of deben- oo’ ¢

tures of oversea company deemed not to be an offer
to the public if made to professional investor) shall
apply for the purposes of Chapter I of Part III of that
Act as well as for those of Chapter Il of that Part;
and

(b) Article 89(2) of the Companies (Northern Ireland) Order s.1. 1986/1032
1986 (corresponding provisions for Northern Ireland) (N.IL.6).
shall apply for the purposes of Chapter I of Part IV
of that Order as well as for those of Chapter II of that

Part.
196.—(1) Section 153 of the Companies Act 1985 (transactions Financial
not prohibited by section 151) shall be amended as follows. assistance for
employees’
(2) After subsection (4)(b) there shall be inserted— share schemes.

“ (bb) without prejudice to paragraph (b), the provision 1985 ¢ 6.
of financial assistance by a company or any of its
subsidiaries for the purposes of or in connection with
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anything done by the company (or a company con-
nected with it) for the purpose of enabling or facilitating
transactions in shares in the first-mentioned company
between, and involving the acquisition of beneficial
ownership of those shares by, any of the following per-
sons—

(i) the bona fide employees or former employees
of that company or of another company in the same
groun ; or

(i) the wives, husbands, widows, widowers, child-
ren or step-children under the age of eighteen of any
such employees or former employees.””.

(3) After subsection (4) there shall be inserted—

“(5) For the purposes of subsection (4(bb) a company
is connected with another company if—

(a) they are in the same group ; or

(b) one is entitled, either alone or with any other com-
pany in the same group, to exercise or control
the exercise of a majority of the voting rights
attributable to the share capital which are exercis-
able in all circumstances at any general meeting of
the other company or of its holding company ;

and in this section “ group ”, in relation to a company,
means that company, any other company which is its hold-
ing company or subsidiary and any other company which
is a subsidiary of that holding company.”.

(4) Article 163 of the Companies (Northern Ireland) Order
1986 (transactions not prohibited by Article 161) shall be
amended as follows.

(5) After paragraph (4)(b) there shall be inserted—

“ (bb) without prejudice to sub-paragraph (b), the provision

of financial assistance by a company or any of its
subsidiaries for the purposes of or in connection with
anything done by the company (or a company connec-
ted with it) for the purpose of enabling or facilitating
transactions in shares in the first-mentioned company
between, and involving the acquisition of beneficial
ownership of those shares by, any of the following
persons—

() the bona fide employees or former employees
of that company or of another company in the
same group ; or

(ii) the wives, husbands, widows, widowers, child-
ren, step-children or adopted children under the age
of eighteen of such employees of former employees.”
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(6) After paragraph (4) there shall be inserted— PART X

*(5) For the purposes of paragraph (4)(bb) a company is
connected with another company if—
(a) they are in the same group ; or
(b) one is entitled, either alone or with any other com-
pany in the same group, to exercise or control
the exercise of a majority of the voting rights
attributable to the share capital which are ex-
erciseable in all circumstances at any general
meeting of the other company or of its holding
company ;
and in this Article “ group ”, in relatlon to a company,
means that company, any other company which is its hold-
ing company or subsidiary and any other company which is
a subsidiary of that holding company.”.

197.—(1) In section 209 of the Companies Act 1985 (interests Disclosure of

to be disregarded for purposes of sections 198 to 202)— mtefms in
(a) in subsection (1)(f) after the word ° ]obber ”* there shall mterest held
be inserted the words “ or market maker ™ ; by market
(b) after subsection (4) there shall be inserted— x;;:l;e:ﬁ

“(4A) A person is a market maker for the pur-
poses of subsection (1)(f) if—

(@) he holds himself out at all normal times in
compliance with the rules of a recognised
investment exchange other than an over-
seas investment exchange (within the mean-
ing of the Financial Services Act 1986) as
willing to buy and sell securities at pr1ces
specified by him ; and

(b) is recognised as doing so by that investment
exchange ;

and an interest of such a person in shares is an ex-
empt interest if he carries on business as a market
maker in the United Kingdom, is subject to such
rules in the carrying on of that business and holds
the interest for the purposes of that business.”

(2) In Article 217 of the Companies (Northern Ireland) Order s.1. 1986/1032
1986 (interests to be disregarded for purposes of Articles 206 to (N.L. 6).
210 (disclosure of interests in shares))—

(@) in paragraph (1)(d) after the word “ jobber " there shall
be inserted the words * or market maker ”
(b) after paragraph (4) there shall be mserted——
“(4A) A person is a market maker for the pur-
poses of paragraph (1)(d) if—
(@) he holds himself out at all normal times in
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compliance with the rules of a recognised
investment exchange other than an over-
seas investment exchange (within the mean-
ing of the Financial Services Act 1986) as
willing to buy and sell securities at prices
specified by him ; and

(b) is recognised as doing so by that investment
exchange,

and an interest of such a person in shares is an
exempt interest if he carries on business as a market
maker in the United Kingdom, is subject to such
rules in the carrying on of that business and holds
the interest for the purposes of that business.”.

198.—(1) In section 440 of the Companies Act 1985—

(@) after the words “ section 437 ” there shall be inserted
the words “ above or section 94 of the Financial Ser-
vices Act 1986 ” ; and

(b) after the words “ 448 below * there shall be inserted the
words “ or section 105 of that Act ™.

(2) In section 8 of the Company Directors Disqualification
Act 1986—

(a) after the words “ the Companies Act” there shall be
inserted the words “ or section 94 or 177 of the Finan-
cial Services Act 1986 " ; and

(b) for the words “ that Act > there shall be substituted the
words “ the Companies Act or section 105 of the Finan-
cial Services Act 1986 .

(3) In Article 433 of the Companies (Northern Ireland) Order
1986—
(a) after the words * Article 430 ” there shall be inserted the

words “ or section 94 of the Financial Services Act
1986 ” ; and

(b) after the word “ 441 > there shall be inserted the words
“ or section 105 of that Act”.

199.—(1) A justice of the peace may issue a warrant under
this section if satisfied on information on oath laid by or on
behalf of the Secretary of State that there are reasonable grounds
for believing—

(a) that an offence has been committed under section 4,
47, 57, 130, 133 or 171(2) or (3) above or section 1,
2, 4 or § of the Company Securities (Insider Dealing)
Act 1985 and that there are on any premises docu-
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ments relevant to the question whether that offence
has been committed ; or

(b) that there are on any premises owned or occupied by a
person whose affairs, or any aspect of whose affairs, are
being investigated under section 105 above documents
whose production has been required under that section
and which have not been produced in compliance with
that requirement ;

but paragraph (b) above applies only if the person there
mentioned is an authorised person, a person whose authorisation
has been suspended or who is the subject of a direction under
section 33(1)(b) above or an appointed representative of an
authorised person.

(2) A justice of the peace may issue a warrant under this
section if satisfied on information on oath laid by an inspector
appointed under section 94 above that there are reasonable
grounds for believing that there are on any premises owned or
occupied by—

(@) the manager, trustee or operator of any scheme the
affairs of which are being investigated under subsection
(1) of that section ; or

(b) a manager, trustee or operator whose affairs are being
investigated under that subsection,

any documents whose production has been required under that
section and which have not been produced in compliance with
that requirement.

(3) A warrant under this section shall authorise a constable,
together with any other person named in it and any other
constables—

(@ to enter the premises specified in the information, using
such force as is reasonably necessary for the purpose ;

(b) to search the premises and take possession of any docu-
ments appearing to be such documents as are men-
tioned in subsection (1Xa) or (b) or, as the case may
be, in subsection (2) above or to take, in relation to
any such documents, any other steps which may appear
to be necessary for preserving them or preventing
interference with them ;

(c) to take copies of any such documents ; and

(d) to require any person named in the warrant to provide
an explanation of them or to state where they may be
found.

(4) A warrant under this section shall continue in force until
the end of the period of one month beginning with the day on
which it is issued.
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(5) Any documents of which possession is taken under this
section may be retained—

(@) for a period of three months ; or

(b) if within that period proceedings to which the docu-
ments are relevant are commenced against any person
for an offence under this Act or section 1, 2, 4 or 5 of
the said Act of 1985, until the conclusion of those
proceedings.

(6) Any person who obstructs the exercise of any rights
conferred by a warrant issued under this section or fails without
reasonable excuse to comply with any requirement imposed
in accordance with subsection (3X(d) above shall be guilty of an
offence and liable—

(@) on conviction on indictment, to a fine ;

(b) on summary conviction, to a fine not exceeding the
statutory maximum.

(7) The functions to which section 114 above applies shall
include the functions of the Secretary of State under this sec-
tion ; but if any of those functions are transferred under that
section the transfer may be subject to a reservation that they
are to be exercisable by the Secretary of State concurrently with
the designated agency and, in the case of functions exercisable
by virtue of subsection (1)(a) above, so as to be exercisable by
the agency subject to such conditions or restrictions as the
Secretary of State may from time to time impose.

(8) In the application of this section to Scotland the refer-
ences to a justice of the peace shall include references to a
sheriff and for references to the laying of information on oath
there shall be substituted references to furnishing evidence on
oath ; and in the application of this section to Northern Ireland
for references to the laying of information on oath there shall
be substituted references to making a complaint on oath.

(9) In this section ‘““ documents” includes information re-
corded in any form and, in relation to information recorded
otherwise than in legible form, references to its production in-
clude references to producing a copy of the information in
legible form.

200.

(a) for the purposes of or in connection with any apphcatton
under this Act ; or
(b) in purported compliance with any requirement imposed
on him by or under this Aect,
he furnishes information which he knows to be false or mislead-
ing in a material particular or recklessly furnishes information
which is false or misleading in a material particular.
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(2) A person commits an offence if, not being an authorised
person or exempted person, he—

(a) describes himself as such a person ; or

(b) so holds himself out as to indicate or be reasonably
understood to indicate that he is such a person.

(3) A person commits an offence if, not having a status to
which this subsection applies, he—
(a) describes himself as having that status, or

(b) so holds himself out as to indicate. or be reasonably
understood to indicate that he has that status.

(4) Subsection (3) above applies to the status of recognised
self-regulating organisation, recognised professional body, recog-
nised investment exchange or recognised clearing house.

(5) A person guilty of an offence under subsection (1) above
shall be liable—

(@) on conviction on indictment, to imprisonment for a term
not exceeding two years or to a fine or to both ;

(b) on summary conviction, to imprisonment for a term not
exceeding six months or to a fine not exceeding the
statutory maximum or to both.

(6) A person guilty of an offence under subsection (2) or (3)
above shall be liable on summary conviction to imprisonment
for a term not exceeding six months or to a fine not exceeding the
fifth level on the standard scale or to both.

(7) Where a contravention of subsection (2) or (3) above
involves a public display of the offending description or other
matter the maximum fine that may be imposed under subsection
(6) above shall be an amount equal to the fifth level on the stan-
dard scale multiplied by the number of days for which the
display has continued.

(8) In proceedings brought against any person for an offence
under subsection (2) or (3) above it shall be a defence for him
to prove that he took all reasonable precautions and exercised
all due diligence to avoid the commission of the offence.

PART X

177

201.—(1) Proceedings in respect of an offence under any pro- Presecutions.

vision of this Act other than section 133 or 185 shall not be
instituted—

(@ in England and Wales, except by or with the consent
of the Secretary of State or the Director of Public
Prosecutions ; or

(b) in Northern Ireland, except by or with the consent of
the Secretary of State or the Director of Public Pro-
secutions for Northern Ireland.
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(2) Proceedings in respect of an offence under section 133
above shall not be instituted—

(a) in England and Wales, except by or with the consent
of the Secretary of State, the Industrial Assurance
Commissioner or the Director of Public Prosecutions ;
or

(b) in Northern Ireland, except by or with the consent of
the Secretary of State or the Director of Public Prosecu-
tions for Northern Ireland.

(3) Proceedings in respect of an offence under section 185
above shall not be instituted—

(@ in England and Wales, except by or with the consent
of the Treasury or the Director of Public Prosecutions ;
or

(b) in Northern Ireland, except by or with the consent of
the Treasury or the Director of Public Prosecutions for
Northern Ireland.

(4) The functions to which section 114 above applies shall
include the function of the Secretary of State under subsection
(1) above to institute proceedings but any transfer of that func-
tion shall be subject to a reservation that it is to be exercisable
by him concurrently with the designated agency and so as to be
exercisabie by the agency subject to such conditions or restric-
tions as the Secretary of State may from time to time impose.

202.—(1) Where an offence under this Act committed by a
body corporate is proved to have been committed with the con-
sent or connivance of, or to be attributable to any neglect on
the part of—

(@) any director, manager, secretary or other similar officer
of the body corporate, or any person who was pur-
porting to act in any such capacity ; or

(b) a controller of the body corporate,

he, as well as the body corporate, shall be guilty of that offence
and liable to be proceeded against and punished accordingly.

(2) Where the affairs of a body corporate are managed by
the members subsection (1) above shall apply in relation to the
acts and defaults of a member in connection with his functions
of management as if he were a director of the body corporate.

(3) Where a partnership is guilty of an offence under this Act
every partner, other than a partner who is proved to have been
ignorant of or to have attempted to prevent the commission of
the offence, shall also be guilty of that offence and be liable to
be proceeded against and punished accordingly.
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(4) Where an unincorporated association (other than a part- Parr X
nership) is guilty of an offence under this Act—

(@) every officer of the association who is bound to fulfil
any duty of which the breach is the offence ; or

(b) if there is no such officer, every member of the govern-
ing body other than a member who is proved to have
been ignorant of or to have attempted to prevent the
commission of the offence,

shall also be guilty of the offence and be liable to be proceeded
against and punished accordingly.

203.—(1) Summary proceedings for an offence under this Act jurisdiction
may, without prejudice to any jurisdiction exercisable apart from and
this section, be taken against any body corporate or unincorpor- procedure ¢
ated association at any place at which it has a place of business e ©
. N .. . . nces.
and against an individual at any place where he is for the time
being.

(2) Proceedings for an offence alleged to have been committed
under this Act by an unincorporated association shall be brought
in the name of the association (and not in that of any of its
members) and for the purposes of any such proceedings any rules
of court relating to the service of documents shall have effect as
if the association were a corporation.

(3) Section 33 of the Criminal Justice Act 1925 and Schedule 1925 c. 86.
3 to the Magistrates’ Courts Act 1980 (procedure on charge of 1980 c. 43.
offence against a corporation) shall have effect in a case in which
an unincorporated association is charged in England and Wales
with an offence under this Act in like manner as they have
effect in the case of a corporation.

(4) In relation to any proceedings on indictment in Scotland
for an offence alleged to have been committed under this Act
by an unincorporated association, section 74 of the Criminal 1975 c. 2.
Procedure (Scotland) Act 1975 (proceedings on indictment against
bodies corporate) shall have effect as if the association were a
body corporate.

(5) Section 18 of the Criminal Justice Act (Northern Ireland) 1945 ¢, 15
1945 and Schedule 4 to the Magistrates’ Courts (Northern Ire- (N.L).
land) Order 1981 (procedure on charge of offence against a cor- S:1. 1981/1675
poration) shall have effect in a case in which an unincorporated (N.I. 26).
association is charged in Northern Ireland with an offence under
this Act in like manner as they have effect in the case of a cor-

poration.

(6) A fine imposed on an unincorporated association on its
conviction of an offence under this Act shall be paid out of the
funds of the association.
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204.—(1) This section has effect in relation to any notice,
direction or other document required or authorised by or under
this Act to be given to or served on any person other than the
Secretary of State, the Chief Registrar of friendly societies or
the Registrar of Friendly Societies for Northern Ireland.

(2) Any such document may be given to or served on the
person in question—

(@ by delivering it to him ;
{b) by lcaving it at his proper address ; or
(c) by sending it by post to him at that address.

(3) Any such document may—

(@ in the case of a body corporate, be given to or served on
the secretary or clerk of that body ;

(b) in the case of a partnership, be given to or served on
any partner ,

(¢} in the case of an unincorporated association other than
a partnership, be given to or served on any member of
the governing body of the association ;

(d) in the case of an appointed representative, be given to
or served on his principal.

(4) For the purposes of this section and section 7 of the
Interpretation Act 1978 (service of documents by post) in its
application to this section, the proper address of any person is
his last known address (whether of his residence or of a place
where he carries on business or is employed) and also any ad-
dress applicable in his case under the following provisions—

(a) in the case of a member of a recognised self-regulating
organisation or a person certified by a recognised pro-
fessional body who does not have a place of business
in the United Kingdom, the address of that organisation
or body ;

(b) in the case of a body corporate, its secretary or its clerk,
the address of its registered or principal office in the
United Kingdom ;

(c) in the case of an unincorporated association (other than
a partnership) or a member of its governing body, its
principal office in the United Kingdom.

(5) Where a person has notified the Secretary of State of an
address or a new address at which documents may be given
to or served on him under this Act that address shall also be his
proper address for the purposes mentioned in subsection (4)
above or, as the case may be, his proper address for those pur-
poses in substitution for that previously notified.
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205.—(1) The Secretary of State may make regulations pre- ParT X
cribing anything which by this Act is authorised or required to Regulations,

be prescribed. rules and
orders.

(2) Subject to subsection (5) below, any power of the Secretary
of State to make regulations, rules or orders under this Act shall
be exercisable by statutory instrument.

(3) Subject to subsection (5) below, any regulations, rules or
orders made under this Act by the Secretary of State may make
different provision for different cases.

(4) Except as otherwise provided, a statutory instrument con-
taining regulations or rules under this Act shall be subject to
annulment in pursuance of a resolution of either House of Parlia-
ment.

(5) Subsections (2) and (3) above do not apply to a recogni-
tion order, an order declaring a collective investment scheme to
be an authorised unit trust scheme or a recognised scheme or to
an order revoking any such order.

206.—(1) The Secretary of State may publish information or publication of
give advice, or arrange for the publication of information or the information
giving of advice, in such form and manner as he considers and advice.
appropriate with respect to—

(a) the operation of this Act and the rules and regulations
made under it, including in particular the rights of
investors, the duties of authorised persons and the
steps to be taken for enforcing those rights or comply-
ing with those duties ;

(b) any matters relating to the functions of the Secretary
of State under this Act or any such rules or regula-
tions ;

(c) any other matters about which it appears to him to be
desirable to publish information or give advice for the
protection of investors or any class of investors.

(2) The Secretary of State may offer for sale copies of infor-
mation published under this section and may, if he thinks fit,
make a reasonable charge for advice given under this section
at any person’s request.

(3) This section shall not be construed as authorising the dis-
closure of restricted information within the meaning of section
179 above in any case in which it could not be disclosed apart
from the provisions of this section.
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PART X (4) The functions to which section 114 above applies shall
include the functions of the Secretary of State under this sec-
tion.

Interpretation.  207.—(1) In this Act, except where the context otherwise
requires—
‘“ appointed representative ” has the meaning given in sec-
tion 44 above ;
‘“ authorised person” means a person authorised under
Chapter III of Part I of this Act;

*“ authorised unit trust scheme ” means a unit trust scheme
declared by an order of the Secretary of State for the
time being in force to be an authorised unit trust
scheme for the purposes of this Act;

“body corporate ” includes a body corporate constituted
under the law of a country or territory outside th-
United Kingdom ;

“certified ” and * certification ” mean certified or certifi-
cation by a recognised professional body for the pur-
poses of Part I of this Act;

“clearing arrangements ” has the meaning given in sec-
tion 38(2) above ;

“ competent authority ” means the competent authority for
the purposes of Part IV of this Act;

*“ collective investment scheme * has the meaning given in
section 75 above ;

“ delegation order ” and * designated agency ” have the
meaning given in section 114(3) above ;

“director ”, in relation to a body corporate, includes a
person occupying in relation to it the position of a
director (by whatever name called) and any person in
accordance with whose directions or instructions (not
being advice given in a professional capacity) the
directors of that body are accustomed to act ;

* exempted person ” means a person exempted under Chap-
ter IV of Part I of this Act;

‘“ group ”, in relation to a body corporate, means that body
corporate, any other body corporate which is its hold-
ing company or subsidiary and any other body cor-
porate which is a subsidiary of that holding company ;

‘ guidance ”, in relation to a self-regulating organisation,
professional body, investment exchange, clearing house
or designated agency, has the meaning given in section
8(4), 16(4), 36(3), 38(3) or 114(12) above ;
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* investment advertisement ” has the meaning given in sec-
tion 57(2) above ;

“ investment agreement ” has the meaning given in section

44(9) above ;

*“ listing particulars ” has the meaning given in section
144(2) above ;

“ member ”, in relation to a self-regulating organisation or

professional body, has the meaning given in section
8(2) or 16(2) above ;

* occupational pension scheme ” means any scheme or
arrangement which is comprised in one or more
instruments or agreements and which has, or is cap-
able of having, effect in relation to one or more
descriptions or categories of employment so as to
provide benefits, in the form of pensions or otherwise,
payable on termination of service, or on death or
retirement, to or in respect of earners with qualifying
service in an employment of any such description or
category ;

‘ operator ”, in relation to a collective investment scheme,
shall be construed in accordance with section 75(8)
above ;

“ open-ended investment company ” has the meaning given
in section 75(8) above ;

“ overseas investment exchange” and *“ overseas clearing
house ” mean a recognised investment exchange or
recognised clearing house in the case of which the
recognition order was made by virtue of section 40
above ;

*“ participant ” has the meaning given in section 75(2)
above ;

‘“ partnership ” includes a partnership constituted under
the law of a country or territory outside the United
Kingdom ;

“ prescribed ”’ means prescribed by regulations made by the
Secretary of State ;

“ principal ”, in relation to an appointed representative,
has the meaning given in section 44 above ;

Part X

“ private company ” has the meaning given in section 1(3) 1985c¢. 6.

of the Companies Act 1985 or the corresponding
Northern Ireland provision ;

“ recognised clearing house ” means a body declared by an
order of the Secretary of State for the time being in
force to be a recognised clearing house for the purposes
of this Act;

G
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PART X “ recognised investment exchange ” means a body declared
by an order of the Secretary of State for the time being
in force to be a recognised investment exchange for the
purposes of this Act ;

“ recognised professional body ” means a body declared by
an order of the Secretary of State for the time being in
force to be a recognised professional body for the
purposes of this Act ;

“ recognised scheme > means a scheme recognised under sec-
tion 86, 87 or 88 above ;

“recognised self-regulating organisation ” means a body
declared by an order of the Secretary of State for the
time being in force to be a recognised self-regulating
organisation for the purposes of this Act ;

“ recognised self-regulating organisation for friendly socie-
ties > has the meaning given in paragraph 1 of Schedule
11 to this Act;

“ recognition order ” means an order declaring a body to
be a recognised self-regulating organisation, self-regu-
lating organisation for friendly societies, professional
body, investment exchange or clearing house ;

“ registered friendly society ” means—

(a) a society which is a friendly society within the
1974 c. 46. meaning of section 7(1)(a) of the Friendly Societies
Act 1974 and is registered within the meaning of
that Act; or
(b) a society which is a friendly society within the
meaning of section 1(1){a) of the Friendly Societies
1970 c. 31 Act (Northern Ireland) 1970 and is registered or
(NI). deemed to be registered under that Act;

“rules ”, in relation to a self-regulating organisation, pro-
fessional body, investment exchange or clearing house,
has the meaning given in section 8(3), 16(3), 36(2) or
38(2) above ;

“ transfer order ” and * transferee body ” have the mean-
ing given in paragraph 28(4) of Schedule 11 to this
Act;

“ the Tribunal ” means the Financial Services Tribunal ;

“ trustee ”, in relation to a collective investment scheme,
has the meaning given in section 75(8) above ;

“ unit trust scheme ” and “ units ” have the meaning given
in section 75(8) above.

(2) In this Act ‘ advertisement” includes every form of
advertising, whether in a publication, by the display of notices,
signs, labels or showcards, by means of circulars, catalogues,
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price lists or other documents, by an exhibition of pictures or
photographic or cinematographic films, by way of sound broad-
casting or television, by the distribution of recordings, or in any
other manner ; and references to the issue of an advertisement
shall be construed accordingly.

(3) For the purposes of this Act an advertisement or other
information issued outside the United Kingdom shall be treated
as issued in the United Kingdom if it is directed to persons in
the United Kingdom or is made available to them otherwise
than in a newspaper, journal, magazine or other periodical
publication published and circulating principally outside the
United Kingdom or in a sound or television broadcast transe
mitted principally for reception outside the United Kingdom.

(4) The Independent Broadcasting Authority shall not be
regarded as contravening any provision of this Act by reason

Parr X

of broadcasting an advertisement in accordance with the pro- 1981 c. 68.

visions of the Broadcasting Act 1981.

(5) In this Act “ controller ’ means—

(@) in relation to a body corporate, a person who, either
alone or with any associate or associates, is entitled
to exercise, or control the exercise of, 15 per cent. or
more of the voting power at any general meeting of
the body corporate or another body corporate of which
it is a subsidiary ; and

(b) in relation to an unincorporated association—

() any person in accordance with whose direc-
tions or instructions, either alone or with those of
any associate or associates, the officers or members

of the governing body of the association are accus-

tomed to act (but disregarding advice given in a
professional capacity) ; and

(i) any person who, either alone or with any
associate or associates, is entitled to exercise, or con-
trol the exercise of, 15 per cent. or more of the
voting power at any general meeting of the associa-
tion ;

and for the purposes of this subsection *“ associate ”, in relation
to any person, means that person’s wife, husband or minor child
or step-child, any body corporate of which that person is a
director, any person who is an employee or partner of that
person and, if that person is a body corporate, any subsidiary
of that body corporate and any employee of any such subsidiary.

(6) In this Act, except in relation to a unit trust scheme or a
G2
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registered friendly society, “ manager” means an employee
who—

(@) under the immediate authority of his employer is respon-
sible, either alone or jointly with one or more other
persons, for the conduct of his employer’s business ; or

(b) under the immediate authority of his employer or of a
person who is a manager by virtue of paragraph (a)
above exercises managerial functions or is responsible
for maintaining accounts or other records of his em-
ployer ;

and, where the employer is not an individual, references in
this subsection to the authority of the employer are references
to the authority, in the case of a body corporate, of the direc-
tors, in the case of a partnership, of the partners and, in the case
of an unincorporated association, of its officers or the members
of its governing body.

(7) In this Act “ insurance business ”, insurance company ”
and “ contract of insurance >’ have the same meanings as in the
Insurance Companies Act 1982.

(8) Section 736 of the Companies Act 1985 (meaning of sub-
sidiary and holding company) shall apply for the purposes of
this Act.

(9) In the application of this Act to Scotland, references to a
matter being actionable at the suit of a person shall be con-
strued as references to the matter being actionable at the instance
of that person.

(10) For the purposes of any provision of this Act authorising
or requiring a person to do anything within a specified number
of days no account shall be taken of any day which is a public
holiday in any part of the United Kingdom.

(11) Nothing in Part I of this Act shall be construed as apply-
ing to investment business carried on by any person when acting
as agent or otherwise on behalf of the Crown.

208.—(1) Subject to the provisions of this section, section 31,
58(1)(c), 86 and 130(2)(c) and (d) above shall apply as if Gib-
raltar were a member State.

(2) References in those provisions to a national of a member
State shall, in relation to Gibraltar, be construed as references
to a British Dependent Territories citizen or a body incorporated
in Gibraltar.

(3) In the case of a collective investment scheme constituted in
Gibraltar the reference in subsection (3)(a) of section 86 above
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to a relevant Community instrument shall be taken as a refer-
ence to any Community instrument the object of which is the
co-ordination or approximation of the laws, regulations or ad-
ministrative provisions of member States relating to collective
investment schemes of a kind which satisfy the requirements pie-
scribed for the purposes of that section.

(4) The Secretary of State may by regulations make such pro-
vision as appears to him to be necessary or expedient to sec-
ure—

(a) that he may give notice under subsection (2) of section
86 above on grounds relating to the law of Gibral-
tar ; and

(b) that this Act applies as if a scheme which is constituted
in a member State other than the United Kingdom and
recognised in Gibraltar under provisions which appear
to the Secretary of State to give effect to the provisions
of a relevant Community instrument were a scheme
recognised under that section.

209.—(1) This Act extends to Northern Ireland.
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PART X

Northern
Ireland.

(2) Subject to any Order made after the passing of this Act 1973 ¢, 36.

by virtue of subsection (1)(a) of section 3 of the Northern Ireland
Constitution Act 1973 the regulation of investment business,
the official listing of securities and offers of unlisted securities
shall not be transferred matters for the purposes of that Act
but shall for the purposes of subsection (2) of that section be
treated as specified in Schedule 3 to that Act.

210.-—(1) Any expenses incurred by the Secretary of State Expenses and
under this Act shall be defrayed out of moneys provided by receipts.

Parliament.

(2) Any fees or other sums received by the Secretary of State
under this Act shall be paid into the Consolidated Fund.

(3) Subsections (1) and (2) above apply also to expenses in-
curred and fees received under this Act by the Chief Registrar of
friendly societies ; and any fees received under this Act by the
Registrar of Friendly Societies for Northern Ireland shall be
paid into the Consolidated Fund of Northern Ireland.

211.—(1) This Act shall come into force on such day as the Commence-

Secretary of State may by order appoint and different days may
be appointed for different provisions or different purposes.

(2) Subsection (1) above does not apply to section 195 which
shall come into force when this Act is passed.

G3

ment and
transitional
provisions.



188

Short title,
consequential
amendments
and repeals.

c. 60 Financial Services Act 1986

(3) Schedule 15 to this Act shall have effect with respect to the
transitional matters there mentioned.

212.—(1) This Act may be cited as the Financial Services Act

1986.

(2) The enactments and instruments mentioned in Schedule
16 to this Act shall have effect with the amendments there
specified, being amendments consequential on the provisions of

this Act.

(3) The enactments mentioned in Part I of Schedule 17 to
this Act and the instruments mentioned in Part Il of that Sched-
ule are hereby repealed or revoked to the extent specified in
the third column of those Parts.
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SCHEDULES

SCHEDULE 1
INVESTMENTS AND INVESTMENT BUSINESS
PART 1
INVESTMENTS

Shares etc.
1. Shares and stock in the share capital of a company.

Note. In this paragraph * company” includes any body
corporate and also any unincorporated body constituted under
the law of a country or territory outside the United Kingdom
but does not include an open-ended investment company or any
body incorporated under the law of, or of any part of, the
United Kingdom relating to building societies, industrial and
provident societies or credit unions.

Debentures

2. Debentures, including debenture stock, loan stock, bonds, certi-
ficates of deposit and other instruments creating or acknowledging
indebtedness, not being instruments falling within paragraph 3 below.

Note. This paragraph shall not be construed as applying—
(a) to any instrument acknowledging or creating indebted-
ness for, or for money borrowed to defray, the con-
sideration payable under a contract for the supply of
goods or services ;

(b) to a cheque or other bill of exchange, a banker’s draft
or a letter of credit ; or

(¢) to a banknote, a statement showing a balance in a
current, deposit or savings account or (by reason of any

financial obligation contained in it) to a lease or other
disposition of property, a heritable security or an in-
surance policy.

Government and public securities

3. Loan stock, bonds and other instruments creating or acknowl-
edging indebtedness issued by or on behalf of a government, local
authority or public authority.

Notes

(1) In this paragraph “ government, local authority or public
authority ” means—
(a) the government of the United Kingdom, of Northern
Ireland, or of any country or territory outside the
United Kingdom ;
(b) a local authority in the United Kingdom or elsewhere ;
(c) any international organisation the members of which
include the United Kingdom or another member State.

189

Sections 1 and 2.

(2) The Note to paragraph 2 above shall, so far as applicable,

apply also to this paragraph.
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Scn. 1 Instruments entitling to shares or securities
4. Warrants or other instruments entitling the holder to subscribe
for investments falling within paragraph 1, 2 or 3 above.

Notes

(1) It is immaterial whether the investments are for the time
being in existence or identifiable.

(2) An investment falling within this paragraph shall not be
regarded as falling within paragraph 7, 8 or 9 below.

Certificates representing securities
5. Certificates or other instruments which confer—

(a) property rights in respect of any investment falling within
paragraph 1, 2, 3 or 4 above ;

(b) any right to acquire, dispose of, underwrite or convert an
investment, being a right to which the ho!der would be
entitied if he held any such investment to which the certifi-
cate or instrument relates ; or

{¢) a contractual right (other than an option) to acquire any
such investment otherwise than by subscription.

Note. This paragraph does not apply to any instrument which
confers rights in respect of two or more investments issued by
different persons or in respect of two or more different invest-
ments falling within paragraph 3 above and issued by the same
person.

Units in collective investment scheme
6. Units in a collective investment scheme, including shares in or
securities of an open-ended investment company.
Options

7. Options to acquire or dispose of—
(a) an investment falling within any other paragraph of this Part
of this Schedule ;
(b) currency of the United Kingdom or of any other country or
territory ;
(c) gold or silver ; or
(d) an option to acquire or dispose of an investment falling
within this paragraph by virtue of (a), (b) or (¢) above.
Futures
8. Rights under a contract for the sale of a commodity or property
of any other description under which delivery is to be made at a
future date and at a price agreed upon when the contract is made.
Notes
(1) This paragraph does not apply if the contract is made for
commercial and not investment purposes.

(2) A contract shall be regarded as made for investment
purposes if it is made or traded on a recognised investment
exchange or made otherwise than on a recognised investment
exchange but expressed to be as traded on such an exchange or
on the same terms as those on which an equivalent contract
would be made on such an exchange.
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(3) A contract not falling within Note (2) above shall be Scn. 1
regarded as made for commercial purposes if under the terms
of the contract delivery is to ke made within seven days.

(4) The following are indications that any other contract is
made for a commercial purpose and the absence of any of
them is an indication that it is made for investment purposes—

(a) either or each of the parties is a producer of the com-
modity or other property or uses it in his business ;
(b) the seller delivers or intends to deliver the property or
the purchaser takes or intends to take delivery of it.

(5) It is an indication that a contract is made for commercial
purposes that the price, the lot, the delivery date or the other
terms are determined by the parties for the purposes of the
particular contract and not by reference to regularly published
prices, to standard lots or delivery dates or to standard terms.

(6) The following are also indications that a contract is made
for investment purposes—

(a) it is expressed to be as traded on a market or on an ex-
change ;

(b) performance of the contract is ensured by an investment
exchange or a clearing house ;

(c) there are arrangements for the payment or provision of
margin.

(7) A price shall be taken to have been agreed upon when a
contract is made— »

(a) notwithstanding that it is left to be determined by
reference to the price at which a contract is to be
entered into on a market or exchange or could be
entered into at a time and place specified in the con-
tract ; or

(b) in a case where the contract is expressed to be by
refererce to a standard lot and quality, notwithstand-
ing that provision is made for a variation in the price
to take account of any variation in quantity or quality
on delivery.

Contracts for differences etc.

9. Rights under a contract for differences or under any other con-
tract the purpose or pretended purpose of which is to secure a profit
or avoid a loss by reference to fluctuations in the value or price of
property of any description or in an index or other factor designated
for that purpose in the contract.

Note. This paragraph does not apply where the parties intend
that the profit is to be obtained or the loss avoided by taking
delivery of any property to which the contract relates.

Long term insurance contracts
10. Rights under a contract the effecting and carrying out of which

constitutes long term business within the meaning of the Insurance 1982 ¢. 50,
Companies Act 1982.
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ScH. 1 Notes

(1) This paragraph does not apply to rights under a contract
of insurance if—

(a) the benefits under the contract are payable only on death
or in respect of incapacity due to injury, sickness or
infirmity ;

(b) no benefits are payable under the contract on a death
(other than a death due to accident) unless it occurs
within ten years of the date on which the life of the
person in question was first insured under the contract
or before that person attains a specified age not exceed-
ing seventy years ;

(¢) the contract has no surrender value or the consideration
consists of a single premium and the surrender value
does not exceed that premium ; and

(d) the contract does not make provision for its conversion
or extension in a manner that would result in its ceas-
ing to comply with paragraphs (a), (b) and (¢) above.

(2) Where the provisions of a contract of insurance are such
that the effecting and carrying out of the contract—

(@) constitutes both long term business within the meaning
1982 ¢, 50, of the Insurance Companies Act 1982 and general
business within the meaning of that Act; or

(b) by virtue of section 1(3) of that Act constitutes long
- term business notwithstanding the inclusion of
subsidiary general business provisions,

references in this paragraph to rights and benefits under the
contract are references only to such rights and benefits as are
attributable to the provisions of the contract relating to long
term business.

(3) This paragraph does not apply to rights under a re-
insurance contract.

(4) Rights falling within this paragraph shall not be regarded
as falling within paragraph 9 above.

Rights and interests in investments

11. Rights to and interests in anything which is an investment
falling within any other paragraph of this Part of this Schedule.

Notes

(1) This paragraph does not apply to interests under the
trusts of an occupational pension scheme.

(2) This paragraph does not apply to rights or interests which
are investments by virtue of any other paragraph of this Part
of this Schedule.
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Part II
ACTIVITIES CONSTITUTING INVESTMENT BUSINESS

Dealing in investments

12. Buying, selling, subscribing for or underwriting investments or
offering or agreeing to do so, either as principal or as an agent.

Arranging deals in investments
13. Making, or offering or agreeing to make—

(@) arrangements with a view to another person buying, selling,
subscribing for or underwriting a particular investment ; or

(b) arrangements with a view to a person who participates in
the arrangements buying, selling, subscribing for or under-
writing investments.

Notes

(1) This paragraph does not apply to a person by reason of
his making, or offering or agreeing to make, arrangements with
a view to a transaction to which he will himself be a party as
principal or which will be entered into by him as agent for one
of the parties.

(2) The arrangements in (a) above are arrangements which
bring about or would bring about the transaction in question.

Managing investments

14. Managing, or offering or agreeing to manage, assets belonging
to another person if—

(a) those assets comsist of or include investments; or

(b) the arrangements for their management are such that those
assets may consist of or include investments at the discre-
tion of the person managing or offering or agreeing to
manage them and either they have at any time since the
date of the coming into force of section 3 of this Act done
so or the arrangements have at any time (whether before
or after that date) been held out as arrangements under
which they would do so.

Investment advice

15. Giving, or offering or agreeing to give, to persons
in their capacity as investors or potential investors advice on the
merits of their purchasing, selling, subscribing for or underwriting
an investment, or exercising any right conferred by an investment
to acquire, dispose of, underwrite or convert an investment.

Establishing etc. collective investment schemes

16. Establishing, operating or winding up a collective investment
scheme, including acting as trustee of an authorised unit trust scheme.

Scu. 1
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Part I
EXCLUDED ACTIVITIBS
Dealings as principal

17.—(1) Paragraph 12 above applies to a transaction which is or
is to be entered into by a person as principal only if—

(@) he holds himself out as willing to enter into transactions
of that kind at prices determined by him generally and con-
tinuously rather than in respect of each particular trans-
action ; or

(b) he holds himself out as engaging in the business of buying
investments with a view to selling them and those invest-
ments are or include investments of the kind to which the
transaction relates ; or

(¢) he regularly solicits members of the public for the purpose
of inducing them to enter as principals or agents into trans-
actions to which that paragraph applies and the transaction
is or is to be entered into as a result of his having solicited
members of the public in that manner.

(2) In sub-paragraph (1) above “buying” and “ selling” means
buying and selling by transactions to which paragraph 12 above
applies and “ members of the public”, in relation to the person
soliciting them (‘“the relevant person ”), means any other persons
except—

(@) authorised persons, exempted persons, or persons holding a
permission under paragraph 23 below ;
(b) members of the same group as the relevant person ;

(¢) persons who are, or propose to become, participators with
the relevant person in a joint enterprise ;

(d) any person who is solicited by the relevant person with a
view to—

(i) the acquisition by the relevant person of 20 per
cent. or more of the voting shares in a body corporate
(that is to say, shares carrying not less than that percent-
age of the voting rights attributable to share capital which
are exercisable in all circumstances at any general meet-
ing of the body); or

(ii) if the relevant person (either alone or with other
members of the same group as himself) holds 20 per
cent. or more of the voting shares in a body corporate,
the acquisition by him of further shares in the body or
the disposal by him of shares in that body to the person
solicited or to a member of the same group as that
person ; or

(iii) if the person solicited (either alone or with other
members of the same group as himself) holds 20 per
cent. or more of the voting shares in a body corporate,
the disposal by the relevant person of further shares in
that body to the person solicited or to a member of the
same group as that person ;
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(e) any person whose head office is outside the United Kingdom,
who is solicited by an approach made or directed to him
at a place outside the United Kingdom and whose ordinary
business involves him in engaging in activities which fall
within Part II of this Schedule or would do so apart from
this Part or Part IV.

(3) Sub-paragraph (1) above applies only if the investment to
which the transaction relates or will relate falls within any of para-
graphs 1 to 6 above or, so far as relevant to any of those paragraphs,
paragraph 11 above.

(4) Paragraph 12 above does not apply to a transaction which
relates or is to relate to any other investment and which is or is to
be entered into by a person as principal if he is not an authorised
person and the transaction is or is to be entered into by him-—

(a) with or through an authorised person, an exempted person
or a person holding a permission under paragraph 23
below ; or

(b) through an office outside the United Kingdom, maintained
by a party to the transaction, and with or through a person
whose head office is situated outside the United Kingdom
and whose ordinary business is such as is mentioned in
sub-paragraph (2)(e) above.

Groups and joint enterprises

18.—(1) Paragraph 12 above does not apply to any transaction
which is or is to be entered into by a person as principal with another
person if—

(@) they are bodies corporate in the same group ; or

(b) they are, or propose to become, participators in a joint
enterprise and the transaction is or is to be entered into
for the purposes of, or in connection with, that enterprise.

(2) Paragraph 12 above does not apply to any transaction which
is or is to be entered into by any person as agent for another person
?fl the circumstances mentioned in sub-paragraph (1)(a) or (b) above

(@) where the investment falls within any of paragraphs 1 to 6
above or, so far as relevant to any of those paragraphs,
paragraph 11 above, the agent does not—

(i) hold himself out (otherwise than to other bodies
corporate in the same group or persons who are or
propose to become participators with him in a joint
enterprise) as engaging in the business of buying invest-
ments with a view to selling them and those investments
are or include investments of the kind to which the trans-
action relates ; or

(i) regularly solicit members of the public for the pur-
pose of inducing them to enter as principals or agents
into transactions to which paragraph 12 above applies ;
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Scn. 1 and the transaction is not or is not to be entered into as a
result of his having solicited members of the public in that
manner ;

(b) where the investment is not as mentioned in paragraph (a)
above—

(i) the agent enters into the transaction with or through
an authorised person, an exempted person or a person
holding a permission under paragraph 23 below ; or

(ii) the transaction is effected through an office out-
side the United Kingdom, maintained by a party to the
transaction, and with or through a person whose head
office is situated outside the United Kingdom and whose
ordinary business involves him in engaging in activities
which fall within Part II of this Schedule or would do
so apart from this Part or Part IV.

(3) Paragraph 13 above does not apply to arrangements which a
person makes or offers or agrees to make if—

(a) that person is a body corporate and the arrangements are
with a view to another body corporate in the same group
entering into a transaction of the kind mentioned in that
paragraph ; or

(b) that person is or proposes to become a participator in a
joint enterprise and the arrangements are with a view to
another person who is or proposes to become a participator
in the enterprise entering into such a transaction for the
purposes of or in connection with that enterprise.

~(4) Paragraph 14 above does not apply to a person by reason of
his managing or offering or agreeing to manage the investments of

another person if—
(a) they are bodies corporate in the same group ; or
(b) they are, or propose to become, participators in a joint
enterprise and the investments are or are to be managed
for the purposes of, or in connection with, that enterprise.

(5) Paragraph 15 above does not apply to advice given by a person
to another person if—
(a) they are bodies corporate in the same group ; or
(b) they are, or propose to become, participators in a joint
enterprise and the advice is given for the purposes of, or in
connection with, that enterprise.

(6) The definitions in paragraph 17(2) above shall apply also for
the purposes of sub-paragraph (2)(a) above except that the relevant
person referred to in paragraph 17(2)(d) shall be the person for
whom the agent is acting.

Sale of goods and supply of services

19.—(1) This paragraph has effect where a person (“the sup-
plier ) sells or offers or agrees to sell goods to another person (* the
customer ) or supplies or offers or agrees to supply him with services
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and the supplier’s main business is to supply goods or services and
not to engage in activities falling within Part II of this Schedule.

(2) Paragraph 12 above does not apply to any transaction which
is or is to be entered into by the supplier as principal if it is or is to
be entered into by him with the customer for the purposes of or in
connection with the sale or supply or a related sale or supply (that
is to say, a sale or supply to the customer otherwise than by the
supplier but for or in connection with the same purpose as the
first-mentioned sale or supply).

(3) Paragraph 12 above does not apply to any transaction which
is or is to be entered into by the supplier as agent for the customer
if it is or is to be entered into for the purposes of or in connection
with the sale or supply or a related sale or supply and—

(a) where the investment falls within any of paragraphs 1 to 6
above or, so far as relevant to any of those paragraphs,
paragraph 11 above, the supplier does not—

(i) hold himself out (otherwise than to the customer)
as engaging in the business of buying investments with a
view to selling them and those investments are or in-
clude investments of the kind to which the transaction
relates ; or

(ii) regularly solicit members of the public for the
purpose of inducing them to enter as principals or agents
into transactions to which paragraph 12 above applies ;

and the transaction is not or is not to be entered into as a
result of his having solicited members of the public in that
manner ;

(b) where the investment is not as mentioned in paragraph (a)
above, the supplier enters into the transaction—

(i) with or through an authorised person, an exempted
person or a person holding a permission under para-
graph 23 below ; or

(ii) through an office outside the United Kingdom,
maintained by a party to the transaction, and with or
through a person whose head office is situated outside
the United Kingdom and whose ordinary business in-
volves him in engaging in activities which fall within
Part II of this Schedule or would do so apart from this
Part or Part IV.

(4) Paragraph 13 above does not apply to arrangements which
the supplier makes or offers or agrees to make with a view to the
customer entering into a transaction for the purposes of or in con-
nection with the sale or supply or a related sale or supply.

(5) Paragraph 14 above does not apply to the supplier by reason
of his managing or offering or agreeing to manage the investments
of the customer if they are or are to be managed for the purposes of
or in connection with the sale or supply or a related sale or supply.

(6) Paragraph 15 above does not apply to advice given by the
supplier to the customer for the purposes of or in connection with
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the sale or supply or a related sale or supply or to a person with
whom the customer proposes to enter into a tramsaction for the
purposes of or in connection with the sale or supply or a related
sale or supply.

(7) Where the supplier is a body corporate and a member of a
group sub-paragraphs (2) to (6) above shall apply to any other
member of the group as they apply to the supplier ; and where the
customer is a body corporate and a member of a group references in
those sub-paragraphs to the customer include references to any
other member of the group.

(8) The definitions in paragraph 17(2) above shall apply also for
the purposes of sub-paragraph (3)a) above.

Employees’ share schemes

20.—(1) Paragraphs 12 and 13 above do not apply to anything
done by a body corporate, a body corporate connected with it or a
relevant trustee for the purpose of enabling or facilitating trans-
actions in shares in or debentures of the first-mentioned body between
or for the benefit of any of the persons mentioned in sub-paragraph
(2) below or the holding of such shares or debentures by or for the
benefit of any such persons.

(2) The persons referred to in sub-paragraph (1) above are—

(@) the bona fide employees or former employees of the body cor-
porate or of another body corporate in the same group ; or

(b) the wives, husbands, widows, widowers, or children or step-
children under the age of eighteen of such employees or
former employees.

(3) In this paragraph “a relevant trustee ” means a person hold-
ing shares in or debentures of a body corporate as trustee in pursu-
ance of arrangements made for the purpose mentioned in sub-
paragraph (1) above by, or by a body corporate connected with, that
body corporate.

(4) In this paragraph “shares” and “ debentures” include any
investment falling within paragraph 1 or 2 above and also include
any investment falling within paragraph 4 or 5 above so far as relat-
ing to those paragraphs or any investment falling within paragraph
11 above so far as relating to paragraph 1, 2, 4 or 5.

(5) For the purposes of this paragraph a body corporate is connec-
ted with another body corporate if—

(a) they are in the same group ; or

(b) one is entitled, either alone or with any other body cor-
porate in the same group, to exercise or control the exer-
cise of a majority of the voting rights attributable to the
share capital which are exercisable in all circumstances at
any general meeting of the other body corporate or of its
holding company.
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Sale of private company

21.—(1) Paragraphs 12 and 13 above do not apply to the acquisi-
tion or disposal of, or to anything done for the purposes of the
acquisition or disposal of, shares in a private company, and paragraph
15 above does not apply to advice given in connection with the
acquisition or disposal of such shares, if—

(a) the shares consist of or include shares carrying 75 per cent.
or more of the voting rights attributable to share capital
which are exercisable in all circumstances at any general
meeting of the company ; or

(b) the shares, together with any already held by the person
acquiring them, carry not less than that percentage of those
voting rights ; and

(¢) in either case, the acquisition and disposal is, or is to be,
between parties each of whom is a body corporate, a part-
nership, a single individual or a group of connected
individuals.

(2) For the purposes of subsection (1)}c) above “a group of
connected individuals ”, in relation to the party disposing of the
shares, means persons each of whom is, or is a close relative of, a
director or manager of the company and, in relation to the party
acquiring the shares, means persons each of whom is, or is a close
relative of, a person who is to be a director or manager of the
company.

(3) In this paragraph “ private company ” means a private com-
pany within the meaning of section 1(3) of the Companies Act
1985 or the corresponding Northern Ireland provision and “ close rela-
tive” means a person’s spouse, his children and step-children, his
parents and step-parents, his brothers and sisters and his step-brothers
and step-sisters.

Trustees and personal representatives

22.—(1) Paragraph 12 above does not apply to a person by reason
of his buying, selling or subscribing for an investment or offering or
agreeing to do so if—

(@) the investment is or, as the case may be, is to be held by
him as bare trustee or, in Scotland, as nominee for another
person !

(b) he is acting on that person’s instructions ; and

(©) he does not hold himself out as providing a service of
buying and selling investments.

(2) Paragraph 13 above does not apply to anything done by
a person as trustee or personal representative with a view to—

(a) a fellow trustee or personal representative and himself
engaging in their capacity as such in an activity falling
within paragraph 12 above ; or

(b) a beneficiary under the trust, will or intestacy engaging in
any such activity,

unless that person is remunerated for what he does in addition to
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any remuneration he receives for discharging his duties as trustee

or personal representative.

(3) Paragraph 14 above does not apply to anything done by a
person as trustee or personal representative unless he holds himself
out as offering investment management services or is remunerated
for providing such services in addition to any remuneration he
receives for discharging his duties as trustee or personal representa-

tive.

(4) Paragraph 15 above does not apply to advice given by a per-
son as trustee or personal representative to—
(a) a fellow trustee or personal representative for the pur-
poses of the trust or estate ; or
(b) a beneficiary under the trust, will or intestacy concerning
his interest in the trust fund or estate,
unless that person is remunerated for doing so in addition to any
remuneration he receives for discharging his duties as trustee or
personal representative.
(5) Sub-paragraph (1) above has effect to the exclusion of para-
graph 17 above as respects any transaction in respect of which the
conditions in sub-paragraph (1Xa) and (b) are satisfied.

Dealings in course of non-investment business

23.—(1) Paragraph 12 above does not apply to anything done
by a person—
(@) as principal ;
(b) if that person is a body corporate in a group, as agent for
another member of the group ; or
(c) as agent for a person who is or proposes to become a par-
ticipator with him in a joint enterprise and for the purposes
of or in connection with that enterprise,
if it is done in accordance with the terms and conditions of a
permission granted to him by the Secretary of State under this
paragraph.

(2) Any application for permission under this paragraph shall
be accompanied or supported by such information as the Secretary
of State may require and shall not be regarded as duly made unless
accompanied by the prescribed fee.

(3) The Secretary of State may grant a permission under this
paragraph if it appears to him—
(a) that the applicant’s main business, or if he is a member of
a group the main business of the group, does not consist
of activities for which a person is required to be authorised
under this Act ;
(b) that the applicant’s business is likely to involve such acti-
vities which fall within paragraph 12 above ; and
(¢) that, having regard to the nature of the applicant’s main
business and, if he is a member of a group, the main
business of the group taken as a whole, the manner in
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which, the persons with whom and the purposes for which
the applicant proposes to engage in activities that would
require him to be be an authorised person and to any other
relevant matters, it is inappropriate to require him to be
subject to regulation as an authorised person.

(4) Any permission under this paragraph shall be granted by a
notice in writing ; and the Secretary of State may by a further
notice in writing withdraw any such permission if for any reason it
appears to him that it is not appropriate for it to continue in force.

(5) The Secretary of State may make regulations requiring persons
holding permissions under this paragraph to furnish him with infor-
mation for the purpose of enabling him to determine whether those
permissions should continue in force ; and such regulations may, in
particular, require such persons—

(@) to give him notice forthwith of the occurrence of such
events as are specified in the regulations and such informa-
tion in respect of those events as is so specified ;

(b) to furnish him at such times or in respect of such periods as
are ‘specified in the regulations with such information as is
so specified.

(6) Section 61 of this Act shall have effect in relation to a
contravention of any condition imposed by a permission under this
paragraph as it has effect in relation to any such contravention as
§s mentioned in subsection (1)(a) of that section.

(7) Section 104 of this Act shall apply to a person holding a
permission under this paragraph as if he were authorised to carry
on investment business as there mentioned ; and sections 105 and
106 of this Act shall have effect as if anything done by him in
accordance with such permission constituted the carrying on of
investment business.

Advice given in course of profession or non-investment business
24.—(1) Paragraph 15 above does not apply to advice—

(a) which is given in the course of the carrying on of any pro-
fession or of a business not otherwise constituting invest-
ment business ; and

(b) the giving of which is a necessary part of other advice or
services given in the course of carrying on that profession or
business.

(2) Advice shall not be regarded as falling within sub-paragraph
(1)(d) above if it is remunerated separately from the other advice or
services.

Newspapers

25.—(1) Paragraph 15 above does not apply to advice given in a
newspaper, journal, magazine or other periodical publication if the
principal purpose of the publication, taken as a whole and including
any advertisements contained in it, is not to lead persons to invest
n any particular investment.
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Scu. 1 (2) The Secretary of State may, on the application of the pro-
prietor of any periodical publication, certify that it is of the nature
described in sub-paragraph (1) above and revoke any such certificate
if he considers that it is no longer justified.

(3) A certificate given under sub-paragraph (2) above and not
revoked shall be conclusive evidence of the matters certified.

ParT IV

ADDITIONAL EXCLUSIONS FOR PERSONS WITHOUT PERMANENT
PrLACE OF BUSINESS IN UNITED KINGDOM

Transactions with or through authorised or
exempted persons

26.—(1) Paragraph 12 above does not apply to any transaction by
a person not falling within section 1(3)(a) of this Act (* an overseas
person ”) with or through—

(@) an authorised person ; or

(b) an exempted person acting in the course of business in respect
of which he is exempt.

(2) Paragraph 13 above does not apply if—

(a) the arrangements are made by an overseas person with,
or the offer or agreement to make them is made by him to
or with, an authorised person or an exempted person and,
in the case of an exempted person, the arrangements are
with a view to his entering into a transaction in respect of
which he is exempt ; or

(b) the transactions with a view to which the arrangements are
made are, as respects transactions in the United Kingdom,
confined to transactions by authorised persons and trans-
actions by exempted persons in respect of which they are
exempt.

Unsolicited or legitimately solicited transactions etc.
with or for other persons

27.—(1) Paragraph 12 above does not apply to any transaction
entered into by an overseas person as principal with, or as agent for,
a person in the United Kingdom, paragraphs 13, 14 and 15 above
do not apply to any offer made by an overseas person to or agreement
made by him with a person in the United Kingdom and paragraph
15 above does not apply to any advice given by an overseas person
to a person in the United Kingdom if the transaction, offer, agree-
ment or advice is the result of—

(a) an approach made to the overseas person by or on behalf of
the person in the United Kingdom which either has not
been in any way solicited by the overseas person or has
been solicited by him in a way which has not contravened
section 56 or 57 of this Act; or

(b) an approach made by the overseas person which has not
contravened either of those sections,
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(2) Where the transaction is entered into by the overseas person as
agent for a person in the United Kingdom, sub-paragraph (1) above
applies only if-—

(a) the other party is outside the United Kingdom ; or

(b) the other party is in the United Kingdom and the transaction
is the result of such an approach by the other party as is
mentioned in sub-paragraph (1)(a) above or of such an
approach as is mentioned in sub-paragraph (1)(b) above.

PART V
INTERPRETATION
28.—(1) In this Schedule—

(@) “ property ” includes currency of the United Kingdom or
any other country or territory ;

(b) references to an instrument include references to any record
whether or not in the form of a document ;

(c) references to an offer include references to an invitation to
treat ;

(d) references to buying and selling include references to any
acquisition or disposal for valuable consideration.

(2) In sub-paragraph (1)(d) above “ disposal ” includes—
(a) in the case of an investment consisting of rights under a
contract or other arrangements, assuming the corresponding
liabilities under the contract or arrangements ;

(b) in the case of any other investment, issuing or creating the
investment or granting the rights or interests of which it
consists ;

(c) in the case of an investment consisting of rights under a
contract, surrendering, assigning or converting those rights.

(3) A company shall not by reason of issuing its own shares or
share warrants, and a person shall not by reason of issuing his own
debentures or debenture warrants, be regarded for the purposes of
this Schedule as disposing of them or, by reason of anything done
for the purpose of issuing them, be regarded as making arrange-
ments with a view to a person subscribing for or otherwise acquiring
them or underwriting them.

€

(4) In sub-paragraph (3) above “company” has the same mean-
ing as in paragraph 1 above, “ shares ” and “ debentures ” include
any investments falling within paragraph 1 or 2 above and “share
warrants ” and ‘“ debenture warrants ” means any investment which
falls within paragraph 4 above and relates to shares in the company
concerned or, as the case may be, to debentures issucd by the person
concerned.

29, For the purposes of this Schedule a transaction is entered
into through a person if he enters into it as agent or arranges for it
to be entered into by another person as principal or agent.

30. For the purposes of this Schedule a group shall be treated
as including any body corporate which is a related company within
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the meaning of paragraph 92 of Schedule 4 to the Companies Act
1985 of any member of the group or would be such a related com-
pany if the member of the group were a company within the mean-
ing of that Act.

31. In this Schedule “a joint enterprise ” means an enterprise
into which two or more persons (*the participators ) enter for
commercial reasons related to a business or businesses (other than
investment business) carried on by them ; and where a participator
is a body corporate and a member of a group each other member of
the group shall also be regarded as a participator in the enterprise.

32. Where a person is an exempted person as respects only part
of the investment business carried on by him anything done by him
in carrying on that part shall be disregarded in determining whether
any paragraph of Part III or 1V of this Schedule applies to anything
done by him in the course of business in respect of which he is not
exempt.

33. In determining for the purposes of this Schedule whether
anything constitutes an investment or the carrying on of investment
business section 18 of the Gaming Act 1845, section 1 of the Gaming
Act 1892, any corresponding provision in force in Northern Ireland
and any rule of the law of Scotland whereby a contract by way of
gaming or wagering is not legally enforceable shall be disregarded.

SCHEDULE 2
REQUIREMENTS FOR RECOGNITION OF SELF-REGULATING
ORGANISATION
Members to be fit and proper persons
1.—(1) The rules and practices of the organisation must be such
as to secure that its members are fit and proper persons to carry
on investment business of the kind with which the organisation is
concerned.
(2) Where the organisation is concerned with investment business
of different kinds its rules and practices must be such as to secure
that a member carrying on investment business of any of those

kinds is a fit and proper person to carry on investment business
of that kind.

(3) The matters which may be taken into account under the rules
in determining whether a person is a fit and proper person must in-
clude those that the Secretary of State may take into account
under section 27 above.

(4) This paragraph does not apply to a person who is not an
authorised person by virtue of being a member of the organisation.
Admission, expulsion and discipline
2. The rules and practices of the organisation relating to—
(a) the admission and expulsion of members ; and
(b) the discipline it exercises over its members,
must be fair and reasonable and include adequate provision for
appeals.
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Safeguards for investors

3.—(1) The rules of the organisation governing the carrying on
of investment business of any kind by its members must afford
investors protection at least equivalent to that afforded in respect
of investment business of that kind by the rules and regulations for
the time being in force under Chapter V of Part I of this Act.

(2) The rules under that Chapter to be taken into account for the
purposes of sub-paragraph (1) above include the rules made under
section 49 and under sections 53 and 54 so far as not themselves
applying to the members of the organisation.

(3) The organisation must, so far as practicable, have powers for
%urposes corresponding to those of Chapter VI of Part I of this
ct.

(4) The rules of the organisation must enable it to prevent a
member resigning from the organisation if the organisation con-
siders that any matter affecting him should be investigated as a
preliminary to a decision on the question whether he should be ex-
pelled or otherwise disciplined or if it considers that it is desirable
that a prohibition or requirement should be imposed on him under
the powers mentioned in sub-paragraph (3) above or that any
prohibition or requirement imposed on him under those powers
should continue in force.

Monitoring and enforcement

4.—(1) The organisation must have adequate arrangements and
resources for the effective monitoring and enforcement of compliance
with its rules and with any rules or regulations to which its members
are subject under Chapter V of Part I of this Act in respect of invest-
ment business of a kind regulated by the organisation.

(2) The arrangements for monitoring may make provision for
that function to be performed on behalf of the organisation (and
without affecting its responsibility) by any other body or person
who is able and willing to perform it.

The governing body

5.—(1) The arrangements of the organisation with respect to the
appointment, removal from office and functions of the persons
responsible for making or enforcing the rules of the organisation
must be such as to secure a proper balance—

(a) between the interests of the different members of the organis-
ation ; and

(b) between the interests of the organisation or its members
and the interests of the public.

(2) The arrangements shall not be regarded as satisfying the re-
quirements of this paragraph unless the persons responsible for those
matters include a number of persons independent of the organisation
and its members sufficient to secure the balance referred to in sub-
paragraph (1)Xb) above.

ScH. 2
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Investigation of complaints

) 6.—(1) The organisation must have effective arrangements for the
investigation of complaints against the organisation or its members.

(2) The arrangements may make provision for the whole or part
of that function to be performed by and to be the responsibility of
a body or person independent of the organisation.

Promotion and maintenance of standards

7. The organisation must be able and willing to promote and
maiatain high standards of integrity and fair dealing in the carrying
on of investment business and to co-operate, by the sharing of in-
formation and otherwise, with the Secretary of State and any other
authority, body or person having responsibility for the supervision
or regulation of investment business or other financial services.

SCHEDULE 3
REQUIREMENTS FOR RECOGNITION OF PROFESSIONAL BODY

Statutory status
1. The body must—

(@) regulate the practice of a profession in the exercise of
statutory powers ; or

(b) be recognised (otherwise than under this Act) for a statutory
purpose by a Minister of the Crown or by, or by the head
of, a Northern Ireland department ; or

(c) be specified in a provision contained in or made under an
enactment as a body whose members are qualified to
exercise functions or hold offices specified in that provision.

Certification
2.—(1) The body must have rules, practices and arrangements
for securing that no person can be certified by the body for the

purposes of Part I of this Act unless the following conditions are
satisfied.

(2) The certified person must be cither—
(a) an individual who is a member of the body ; or

(b) a person managed and controlled by one or more indi-
viduals each of whom is a member of a recognised profes-
sional body and at least one of whom is a member of
the certifying body.

(3) Where the certified person is an individual his main business
must be the practice of the profession regulated by the certifying
body and he must be practising that profession otherwise than in
partnership ; and where the certified person is not an individual
that person’s main business must be the practice of the profession or
professions regulated by the recognised professional body or bodies
of which the individual or individuals mentioned in sub-paragraph
(2Xb) above are members.
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(4 In the application of sub-paragraphs (2) and (3) above to a
certificate which is to be or has been issued to a partnership con-
stituted under the law of England and Wales or Northern Ireland
or the law of any other country or territory under which a partner-
ship is not a legal person, references to the certified person shall
be construed as references to the partnership.

Safeguards for investors

3.—(1) The body must have rules regulating the carrying on of
investment business by persons certified by it ; and those rules must
in respect of investment business of any kind regulated by them
afford to investors protection at least equivalent to that afforded in
respect of investment business of that kind by the rules and regu-
lations for the time being in force under Chapter V of Part I of this
Act.

(2) The rules under that Chapter to be taken into account for
the purposes of this paragraph include the rules made under section
49 and under sections 53 and 54 so far as not themselves applying
to persons certified by the body-

Monitoring and enforcement

4.—(1) The body must have adequate arrangements and resources
for the effective monitoring of the continued compliance by persons
certified by it with the conditions mentioned in paragraph 2 above
and rules, practices and arrangements for the withdrawal or suspen-
sion of certification (subject to appropriate transitional provisions)
in the event of any of those conditions ceasing to be satisfied.

(2) The body must have adequate arrangements and resources for
the effective monitoring and enforcement of compliance by persons
certified by it with the rules of the body relating to the carrying on
of investment business and with any rules or regulations to which
those persons are subject under Chapter V of Part I of this Act in
respect of business of a kind regulated by the body.

(3) The arrangements for enforcement must include provision
for the withdrawal or suspension of certification and may include
provision for disciplining members of the body who manage or
control a certified person.

(4) The arrangements for enforcement may make provision for
the whole or part of that function to be performed by and to be the
responsibility of a body or person independent of the professional
body.

(5) The arrangements for enforcement must be such as to secure
a proper balance between the interests of persons certified by the
body and the interests of the public ; and the arrangements shall not
be regarded as satisfying that requirement unless the persons respon-
sible for enforcement include a sufficient number of persons who are
ié:;iependent of the body and its members and of persons certified

it.
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(6) The arrangements for monitoring may make provision for
that function to be performed on behalf of the body (and without
affecting its responsibility) by any other body or person who is able
and willing to perform it.

Investigation of complaints
5.—(1) The body must have effective arrangements for the investi-
gation of complaints relating to—

(@) the carrying on by persons certified by it of investment
business in respect of which they are subject to its rules ;
and

(b) its regulation of investment business.

(2) Paragraph 4(4) above applies also to arrangements made pur-
suant to this paragraph.

Promotion and maintenance of standards

6. The body must be able and willing to promote and maintain
high standards of integrity and fair dealing in the carrying on of
investment business and to co-operate, by the sharing of infor-
mation and otherwise, with the Secretary of State and any other
authority, body or person having responsibility for the supervision
or regulation of investment business or other financial services.

SCHEDULE 4
REQUIREMENTS FOR RECOGNITION OF INVESTMENT EXCHANGE

Financial resources

1. The exchange must have financial resources sufficient for the
proper performance of its functions.

Safeguards for investors
2.—(1) The rules and practices of the exchange must ensure that
business conducted by means of its facilities is conducted in an
orderly manner and so as to afford proper protection to investors.

(2) The exchange must—
(@) limit dealings on the exchange to investments in which
there is a proper market ; and
(b) where relevant, require issuers of investments dealt in on
the exchange to comply with such obligations as will, so far
as possible, afford to persons dealing in the investments
proper information for determining their current value.

(3) In the case of securities to which Part IV of this Act applies
compliance by The Stock Exchange with the provisions of that
Pﬁgt shall be treated as compliance by it with sub-paragraph (2)
above,

(4) The exchange must either have its own arrangements for
ensuring the performance of transactions effected on the exchange
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or ensure their performance by means of services provided under
clearing arrangements made by it with a recognised clearing house.

(5) The exchange must either itself have or secure the provision
on its behalf of satisfactory arrangements for recording the trans-
actions effected on the exchange.

(6) Sub-paragraphs (2), (4) and (5) above are without prejudice
to the generality of sub-paragraph (1) above.

Monitoring and enforcement

3.—(1) The exchange must have adequate arrangements and
resources for the effective monitoring and enforeement of compliance
with its rules and any clearing arrangements made by it.

(2) The arrangements for monitoring may make provision for that
function to be performed on behalf of the exchange (and without
affecting its responsibility) by any other body or person who is able
and willing to perform it.

Investigation of complaints
4. The exchange must have effective arrangements for the investi-
gation of complaints in respect of business transacted by means of
its facilities.

Promotion and maintenance of standards

5. The exchange must be able and willing to promote and maintain
high standards of integrity and fair dealing in the carrying on of
investment business and to co-operate, by the sharing of information
and otherwise, with the Secretary of State and any other authority,
body or person having responsibility for the supervision or regulation
of investment business or other financial services.

SCHEDULE 5§
LiSTED MONEY MARKET INSTITUTIONS

Part 1
TRANSACTIONS NOT SUBJECT TO MONETARY LiMIT

1. This Part of this Schedule applies to any transaction entered
into by the listed institution as principal (or as agent for another
listed institution) with another listed institution or the Bank of
England (whether acting as principal or agent) if the transaction falls
within paragraph 2 or 3 below.

2.—(1) A transaction falls within this paragraph if it is in respect
of an investment specified in sub-paragraph (2) below and—

(a) in the case of an investment within any of paragraphs (a) to
(d) of that sub-paragraph, the transaction is not regulated
by the rules of a recognised investment exchange ; and

(b) in the case of any other investment specified in that sub-
paragraph, the transaction is not made on such an exchange
or expressed to be as so made.

SchH. 4
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ScH. 5 (2) The investments referred to above are—

(a) a debenture or other instrument falling within paragraph 2
of Schedule 1 to this Act which is issued—
(i) by a recognised bank or licensed institution within
1979 c. 37. the meaning of the Banking Act 1979 or a building
society incorporated in, or in any part of, the United
Kingdom ; and

(ii) on terms requiring repayment not later than five

years from the date of issue ;

(b) any other debenture or instrument falling within para-
graph 2 of Schedule 1 to this Act which is issued on terms
requiring repayment not later than one year from the date
of issue ;

(¢) loan stock, or any other instrument, falling within para-
graph 3 of Schedule 1 to this Act which is issued on terms
requiring repayment not later than one year or, if issued
by a local authority in the United Kingdom, five years
from the date of issue ;

(d) a warrant or other instrument falling within paragraph 4
of Schedule 1 to this Act which entitles the holder to sub-
scribe for an investment within paragraph (a), (b) or (¢)
above ;

(e) any certificate or other instrument falling within para-
graph 5 or 11 of Schedule 1 to this Act and relating to an
investment within paragraph (a), (b) or (c) above :

() an option falling within paragraph 7 of Schedule 1 to this
Act and relating to—
(i) an investment within paragraph (a), (b) or (¢)
above ;
(ii) currency of the United Kingdom or of any other
country or territory ; or
(iii) gold or silver ;
(g) rights under a contract falling within paragraph 8 of Sched-
ule 1 to this Act for the sale of—
(i) an investment within paragraph (a), (b) or (c) above ;
(ii) currency of the United Kingdom or of any other
country or territory ; or
(iii) gold or silver;
(h) rights under a contract falling within paragraph 9 of Sched-
ule 1 to this Act by reference to fluctuations in—
(i) the value or price of any investment falling within
any of the foregoing paragraphs ; or
(ii) currency of the United Kingdom or of any other
country or terrifory ; or
(iii) the rate of interest on loans in any such currency
or any index of such rates ;

() an option to acquire or dispose of an investment within
paragraph (f), (g) or (h) above.
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3.—1) A transaction falls within this paragraph if it is a trans-
action by which one of the parties agrees to sell or transfer an
investment falling within paragraph 2 or 3 of Schedule 1 to this Act
and by the same or a collateral agreement that party agrees, or
acquires an option, to buy back or re-acquire that investment or an
equivalent amount of a similar investment within twelve months of
the sale or transfer.

(2) For the purposes of this paragraph investments shall be
regarded as similar if they entitle their holders to the same rights
against the same persons as to capital and interest and the same
remedies for the enforcement of those rights.

Part II
TRANSACTIONS SUBJECT TO MONETARY LIMIT

4—(1) This Part of this Schedule applies to ariy transaction
entered into by the listed institution—

(@) as principal (or as agent for another listed institution) with
an unlisted person (whether acting as principal or agent) ;

(b) as agent for an unlisted person with a listed institution or
the Bank of England (whether acting as principal or agent) ;
or

(c) as agent for an unlisted person with another unlisted per-
son (whether acting as principal or agent),
if the transaction falls within paragraph 2 or 3 above and the con-
ditions in paragraph 5 or, as the case may be, paragraph 7 below
are satisfied.

(2) In this Part of this Schedule and in Part III below * unlisted
person ” means a person who is neither a listed institution nor the
Bank of England.

5.—(1) In the case of a transaction falling within paragraph 2
above the conditions referred to above are as follows but subject to
paragraph 6 below.

(2) The consideration for a transaction in respect of an invest-
ment falling within paragraph 2(2)(a), (b), (¢) or (¢) above must be
not less than £100,000.

(3) The consideration payable on subscription in the case of an
investment falling within paragraph 2(2{d) must not be less than
£500,000.

- (4) The value or price of the property in respect of which an
option within paragraph 2(2)(f) above is granted must not be less
than £500,000.

(5) The price payable under a contract within paragraph 2(2)(g)
above must be not less than £500,000.

(6) The value or price the fluctuation in which, or the amount
the fluctuation in the interest on which, is relevant for the purposes
of a contract within paragraph 2(2)(h) above must not be less than
£500,000.

Sch. 5
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ScH. 5 (7) In the case of an option falling within paragraph 2(2)(i)
above the condition in sub-paragraph (4), (5) or (6) above, as the
case may be, must be satisfied in respect of the investment to which
the option relates.

6. The conditions in paragraph 5 above do not apply to a trans-
action entered into by the listed institution as mentioned in paragraph
(a), (b) or (c) of paragraph 4(1) above if—

(@) the unlisted person mentioned in paragraph (a) or (b) or, as
the case may be, each of the unlisted persons mentioned in
paragraph (c) has in the previous eighteen months entered
into another transaction in respect of an investment speci-
fied in paragraph 2(2) above ;

(b) those conditions were satisfied in the case of that other
transaction ; and

(c) that other transaction was entered into by that person (whe-
ther acting as principal or agent) with the listed institution
(whether acting as principal or agent) or was entered into
by that person through the agency of that institution or was
entered into by him (whether acting as principal or agent)
as a result of arrangements made by that institution.

7. In the case of a transaction falling within paragraph 3 above
the condition referred to in paragraph 4 above is that the considera-
tion for the sale or transfer must be not less than £100,000.

8. The monetary limits mentioned in this Part of this Schedule
refer to the time when the transaction is entered into; and where
the consideration, value, price or amount referred to above is not
in sterling it shall be converted at the rate of exchange prevailing
at that time.

ParT III
TRANSACTIONS ARRANGED BY LISTED INSTITUTIONS

9. Subject to paragraphs 10 and 11 below, this Part of this
Schedule applies to any transaction arranged by the listed institu-
tion which—

(a) is entered into by another listed institution as principal (or
as agent for another listed institution) with another listed
institution or the Bank of England (whether acting as
principal or agent);

(b) is entered into by another listed institution (whether act-
ing as principal or agent) with an unlisted person (whether
acting as principal or agent); or

(c) is entered into between unlisted persons (whether acting as
principal or agent),

if the transaction falls within paragraph 2 or 3 above.

10. In the case of a transaction falling within paragraph 2 above
paragraph 9(b) and (c) above do not apply unless either the condi-
tions in paragraph 5 above are satisfied or—

(a) the unlisted person mentioned in paragraph (b) or, as the
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case may be, each of the unlisted persons mentioned in
paragraph (c) has in the previous eighteen months entered
into another transaction in respect of an investment sveci-
fied in paragraph 2(2) above ;

(b) those conditions were satisfied in the case of that uther
transaction ; and

(¢) that other transaction was entered into by that person
(whether acting as principal or agent) with the listed in-
stitution making the arrangements (whether acting as prin-
cipal or agent) or through the agency of that institution or
was entered into by that person (whether acting as prin-
cipal or agent) as a result of arrangements made by that
institution.

11. In the case of a transaction falling within paragraph 3 above
paragraph 9(b) and (c) above do not apply unless the condition in
paragraph 7 above is satisfied.

SCHEDULE 6
THEe FINANCIAL SERVICES TRIBUNAL

Term of office of members

1.—(1) A person appointed to the panel mentioned in section
96(2) of this Act shall hold and vacate his office in accordance with
the terms of his appointment and on ceasing to hold office shall be
eligible for re-appointment.

(2) A member of the panel appointed by the Lord Chancellor
may resign his office by notice in writing to the Lord Chancellor ;
and a member of the panel appointed by the Secretary of State may
resign his office by notice in writing to the Secretary of State.

Expenses

2. The Secretary of State shall pay to the persons serving as
members of the Tribunal such remuneration and allowances as he
may determine and shall defray such other expenses of the Tribunal
as he may approve.

Staff

3. The Secretary of State may provide the Tribunal with such
officers and servants as he thinks necessary for the proper discharge
of its functions.

Procedure

4.—(1) The Secretary of State may make rules for regulating the
procedure of the Tribunal, including provision for the holding of
any proceedings in private, for the awarding of costs (or, in Scot-
land, expenses) and for the payment of expenses to persons required
to attend before the Tribunal.

(2) The Tribunal may appoint counsel or a solicitor to assist
it in proceedings before the Tribunal.
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Evidence

5.—(1) The Tribunal may by summons require amy person to
attend, at such time and place as is specified in the summons, to
give evidence or to produce any document in his custody or under
his control which the Tribunal considers it necessary to examine.

(2) The Tribunal may take evidence on oath and for that purpose
administer oaths or may, instead of administering an oath, require
the person examined to make and subscribe a declaration of the
truth of the matters in respect of which he is examined.

(3) Any person who without reasonable excuse—
(a) refuses or fails to attend in obedience to a summons issued
by the Tribunal or to give evidence ; or
(b) alters, suppresses, conceals or destroys or refuses to pro-
duce a document which he may be required to produce
for the purposes of proceedings before the Tribunal,
shall be guilty of an offence.

(4) A person guilty of an offence under paragraph (@) of sub-
paragraph (3) above shall be liable on summary conviction to :
fine not exceeding the fifth level on the standard scale ; and a person
guilty of an offence under paragraph (b) of that sub-paragraph
shall be liable—

(@) on conviction on indictment, to imprisonment for a term
not exceeding two years or to a fine or to both ;

(b) on summary conviction, to a fine not exceeding the statutory
maximum.

(5) A person shall not under this paragraph be required to
disclose any information or produce any document which he would
be entitled to refuse to disclose or produce on grounds of legal
professional privilege in proceedings in the High Court or on
grounds of confidentiality as between client and professional legal
adviser in proceedings in the Court of Session except that a lawyer
may be required to furnish the name and address of his client.

(6) Any reference in this paragraph to the production of a docu-
ment includes a reference to the production of a legible copy of
information recorded otherwise than in legible form ; and the refer-
ence to suppressing a document includes a reference to destroying
the means of reproducing information recorded otherwise than in
legible form.

Appeals and supervision by Council on Tribunals
6. The Tribunals and Inquiries Act 1971 shall be amended as
follows—
(a) in section 8(2) after “ 6A * there shall be inserted “ 6B ™ ;
(b) in section 13(1) after *“ 6 ™ there shall be inserted “ 6B " ;
(c) in Schedule 1, after paragraph 6A there shall be inserted—-
* Financial services. 6B. The Financial Services Tri-
bunal established by section 96
(I)Sf) sghf Financial Services Act
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Parliamentary disqualification

7.~(1) In Part III of Schedule 1 to the House of Commons Dis- 1975 c. 24.

qualification Act 1975 (disqualifying offices) there shall be inserted
at the appropriate place “ Any member of the Financial Services
Tribunal in receipt of remuneration ”.

(2) A corresponding amendment shall be made in Part III of

Schedule 1 to the Northern Ireland Assembly Disqualification Act 1975 ¢. 25.

1975.

SCHEDULE 7
QUALIFICATIONS OF DESIGNATED AGENCY

Constitution
1.—~(1) The constitution of the agency must provide for it to
ve—

(a) a chairman ; and
(b) a governing body conmsisting of the chairman and other
members ;
and the provisions of the constitution relating to the chairman and
the other members of the governing body must comply with the
following provisions of this paragraph.

(2) The chairman and other members of the governing ‘body
must be persons appointed and liable to removal from office by the
Secretary of State and the Governor of the Bank of England acting
jointly.

(3) The members of the governing body must include—

(a) persons with experience of investment business of a kind
relevant to the functions or proposed functions of the
agency ; and

(b) other persons, including regular users on their own
account or on behalf of others of services provided by per-
sons carrying on investment business of any such kind ;

and the composition of that body must be such as to secure a proper

balance between the interests of persons carrying on investment
business and the interests of the public.

Arrangements for discharge of functions
. 2—(1) The agency'’s arrangements for the discharge of its func-
tions must comply with the following provisions of this paragraph.

(2) Any rules or regulations must be made by the governing body
of the agency.

(3) Any deciston taken in the exercise of other functions must be
taken at a level appropriate to the importance of the decision.

(4) In the case of functions to be discharged by the governing
body, the members falling respectively within paragraphs (a) and (b)
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of paragraph 1(3) above must, so far as practicable, have an oppor-
tunity to express their opinions.

(5) Subject to sub-paragraphs (2) to (4) above, the arrangements
may enable any functions to be discharged by a committee, sub-
committee, officer or servant of the agency.

Monitoring and enforcement
3.—(1) The agency must have a satisfactory system—

(a) for enabling it to determine whether persons regulated by it
are complying with the obligations which it is the respon-
sibility of the agency to enforce ; and

(b) for the discharge of the agency’'s responsibility for the en-
forcement of those obligations.

(2) The system may provide for the functions mentioned in sub-
paragraph (1)Xa) to be performed on its behalf (and without affect-
ing its responsibility) by any other body or person who is able and
willing to perform them.

Investigation of complaints
4.—(1) The agency must have effective arrangements for the in-
vestigation of complaints arising out of the conduct of investment
business by authorised persons or against any recognised self-
regulating organisation, professional body, investment exchange or
clearing house.

(2) The arrangements must make provision for the investigation of
complaints in respect of authorised persons to be carried out in
appropriate cases independently of the agency and those persons.

Promotion and maintenance of standards

5. The agency must be able and willing to promote and maintain
high standards of integrity and fair dealing in the carrying on of
investment business and to co-operate, by the sharing of information
and otherwise, with the Secretary of State and any other authority,
body or person having responsibility for the supervision or regulation
of investment business or other financial services.

Records

6. The agency must have satisfactory arrangements for recording
decisions made in the exercise of its functions and for the safe-
keeping of those records which ought to be preserved.

SCHEDULE 8

PRINCIPLES APPLICABLE TO DESIGNATED AGENCY'S RULEBS AND
REGULATIONS
Standards

1. The rules made under section 48 of this Act (in this Schedule
referred to as “ conduct of business rules ) and the other rules and
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regulations made under Part I of this Act must promote high
of integrity and fair dealing in the conduct of investment
business.

2. The conduct of business rules must make proper provision for
requiring an authorised person to act with due skill, care and dili-
gence in providing any service which he provides or holds himself
out as willing to provide.

3. The conduct of business rules must make proper provision for
requiring an authorised person to subordinate his own interests to
those of his clients and to act fairly between his clients.

4. The conduct of business rules must make proper provision for
requiring an authorised person to ensure that, in anything done by
him for the persons with whom he deals, due regard is had to their
circumstances.

Disclosure

5. The conduct of business rules must make proper provision for
the disclosure by an authorised person of interests in, and facts
material to, transactions which are entered into by him in the course
of carrying on investment business or in respect of which he gives
advice in the course of carrying on such business, including informa.
tion as to any commissions or other inducements received or receiv-
able from a third party in connection with any such transaction.

6. The conduct of business rules must make proper provision for
the disclosure by an authorised person of the capacity in which and
the terms on which he enters into any such transaction.

7. The conduct of business rules, or those rules and rules under
section 51 of this Act, must make proper provision for requiring
an authorised person who in the course of carrying on investment
business enters or offers to enter into a transaction in respect of
an investment with any person, or gives any person advice about
such a transaction, to give that person such information as to
the nature of the investment and the financial implications of the
transaction as will enable him to make an informed decision.

8. Rules made under section 48 of this Act regulating action for
the purpose of stabilising the price of investments must make
proper provision for ensuring that where action is or is to be taken
1n conformity with the rules adequate arrangements exist for making
known that the price of the investments in respect of which the
action is or is to be taken (and, where relevant, of any other invest-
ments) may be affected by that action and the period during which
it may be affected ; and where a transaction is or is to be entered
into during a period when it is known that the price of the invest-
ment to which it relates may be affected by any such action the in-
formation referred to in paragraph 7 above includes information
to that effect.

Protection
9. The conduct of business rules and any regulations made under
section 55 of this Act must make proper provision for the protection
of property for which an authorised person is liable to account to an-
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10. Rules made under sections 53 and 54 of this Act must make
the best provision that can reasonably be made under those sections.

Records

11. The conduct of business rules must require the keeping of
proper records and make provision for their inspection in appropriate
cases.

Classes of investors

12. The conduct of business rules and the other rules and regula-
tions made under Chapter V of Part I of this Act must take proper
account of the fact that provisions that are appropriate for regulating
the conduct of business in relation to some classes of investors may
not (by reason of their knowledge, experience or otherwise) be
appropriate in relation to others.

SCHEDULE 9

DESIGNATED AGENCIES: STATUS AND EXERCISE OF TRANSFERRED
FUNCTIONS

Status
1.—(1) A designated agency shall not be regarded as acting on behalf
of the Crown and its members, officers and servants shall not be
regarded as Crown servants.

(2) In Part III of Schedule 1 to the House of Commons Disquali-
fication Act 1975 (disqualifying offices) there shall be inserted at the
appropriate place—

“ Chairman of a designated agency within the meaning of the
Financial Services Act 1986 if he is in receipt of remunera-
tion ™.

(3) An amendment corresponding to that in sub-peragraph (2)
above shall be made in Part III of Schedule 1 to the Northern Ireland
Assembly Disqualification Act 1975.

Exemption from requirement of * limited” in name of designated
agency
2.—(1) A company is exempt from the requirements of the Com-
panies Act 1985 relating to the use of *limited " as part of the
company name if—
(a) it is a designated agency ; and
(b) its memorandum or articles comgly with the requirements
slfpe&iﬁedAin paragraph (b) of subsection (3) of section 30
of that Act.

(2) In subsection (4) of that section (statutory declaration of
compliance with requirements entitling company to exemption) the
reference to the requirements of subsection (3) of that section shall
include a reference to the requirements of sub-paragraph (1) above.
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(3) In section 31 of that Act (provisions applicable to exempted
companies) the reference to a company which is exempt under section
30 of that Act shall include a reference to a company that is exempt
under this paragraph and, in relation to such a company, the power
conferred by subsection (2) of that section (direction to include
“ limited ” in company name) shall be exercisable on the ground that
the company has ceased to be a designated agency instead of the
ground mentioned in paragraph (a) of that subsection.

(4) In this paragraph references to the said Act of 1985 and sec-
tions 30 and 31 of that Act include references to the corresponding
provisions in force in Northern Ireland.

The Tribunal

3.—(1) Where a case is referred to the Tribunal by a demgnated
agency the Tribunal shall send the Secretary of State a copy of any
report made by it to the agency in respect of that case.

(2) Where the powers which the Tribunal could, apart from any
delegation order, require the Secretary of State to exercise are, by
virtue of such an order or of an order resuming any function trans-
ferred by it, exercisable partly by the Secretary of State and partly
by a designated agency or designated agencies the Tribunal may re-
quire any of them to exercise such of those powers as are exercis-
able by them respectively.

Legislative functions
4~(1) A designated agency shall send the Secretary of State a
copy of any rules or regulations made by it by virtue of functions
transferred to it by a delegation order and give him written notice of
any amendment or revocation of or addition to any such rules or
regulations.

(2) A designated agency shall—
(@) send the Secretary of State a copy cf any guidance 1ssued

by the agency which is intended to have continuing effect
and is issued in writing or other legible form ; and
(b) give him written notice of any amendment, revocation of or

addition to guidance issued by it ;
but notice need not be given of the revocation of guidance other
than such as is mentioned in paragraph (a) above or of any amend-
ment or addition which does not result in or consist of such guid-
ance as is there mentioned.

5. Paragraphs 6 to 9 below shall have effect instead of section 205
(2) and (4) of this Act in relation to rules and regulations made by a
designated agency in the exercise of functions transferred to it by
a delegation order.

6. The rules and regulations shall be made by an instrument in
writing.
7. The instrument shall specify the provision of this Act under
which it is made.
H3
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8.—(1) Immediately after an instrument is made it shall be printed
and made available to the public with or without payment.

(2) A person shall not be taken to have contravened any rule or
regulation if he shows that at the time of the alleged contravention
the instrument containing the rule or regulation had not been made
available as required by this paragraph.

9.—(1) The production of a printed copy of an instrument pur-
porting to be made by the agency on which is endorsed a certificate
signed by an officer of the agency authorised by it for that purpose
and stating—

(a) that the instrument was made by the agency ;
(b) that the copy is a true copy of the instrument ; and

(c) that on a specified date the instrument was made available
to the public as required by paragraph 8 above,

shall be prima facie evidence or, in Scotland, sufficient evidence of
the facts stated in the certificate.

(2) Any certificate purporting to be signed as mentioned in sub-
paragraph (1) above shall be deemed to have been duly signed unless
the contrary is shown.

(3) Any person wishing in any legal proceedings to cite an
instrument made by the agency may require the agency to cause
a copy of it to be endorsed with such a certificate as is mentioned
in this paragraph.

Fees

10.—(1) A designated agency may retain any fees payable to it
by virtue of the delegation order.

(2) Any such fees shall be applicable for mseting the expenses
of the agency in discharging its functions under the order and for
any purposes incidental thereto.

(3) Any fees payable to a designated agency by virtue of a dele-
gation order made before the coming into force of section 3 of this
Act may also be applied for repaying the principal of, and paying
interest on, any money borrowed by the agency (or by any other
person whose liabilities in respect of the money are assumed by
the agency) which has been used for the purpose of defraying ex-
penses incurred before the making of the order (whether before or
after the passing of this Act) in making preparations for the agency
becoming a designated agency.

11. If the function of prescribing the amount of any fee, or of
making a scheme under section 112 above, is exercisable by a desig-
nated agency it may prescribe or make provision for such fees as
will enable it to defray any such expenses as are mentioned in
paragraph 10 above.

Consultation

12.—(1) Before making any rules or regulations by virtue of func-
tions transferred to it by a delegation order a designated agency
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shall, subject to sub-paragraphs (2) and (3) below, publish the pro-
posed rules and regulations in such manner as appears to the agency
to be best calculated to bring them to the attention of the public,
together with a statement that representations in respect of the pro-
posals can be made to the agency within a specified period; and
before making the rules or regulations the agency shall have regard
to any representations duly made in accordance with that statement.

(2) Sub-paragraph (1) above does not apply in any case in which
the agency considers that the delay involved in complying with that
sub-paragraph would be prejudicial to the interests of investors.

(3) Sub-paragraph (1) above does not apply to the making of any
rule or regulation if it is in the same terms (or substantially the same
terms) as a proposed rule or regulation which was furnished by the
agency to the Secretary of State for the purposes of section 114(9)
of this Act.

Exchange of information
13.—(1) The Secretary of State may communicate to a designated
agency any information in his possession of which he could have
availed himself for the purpose of exercising any function which
by virtue of a delegation order is for the time being exercisable by
the agency.

(2) A designated agency may in the exercise of any function
which by virtue of a delegation order is for the time being exer-
cisable by it communicate to any other person any information
which has been communicated to the agency by the Secretary of
State and which the Secretary of State could have communicated
to that person in the exercise of that function.

(3) No communication of information under sub-paragraph (1)
above shall constitute publication for the purposes of the law of
defamation.

SCHEDULE 10
REGULATED INSURANCE COMPANIES

Preliminary
1. In this Part of this Schedule “a regulated insurance company ™
I:eans any such company as is mentioned in section 129 of this
ct.

Authorisations for investment business and insurance business
2.—(1) An insurance company to which section 22 of this Act

applies shall not be an authorised person except by virtue of that
section.

Sch. 9

(2) If an insurance company to which Part IT of the Insurance 1982 ¢. 50.

Companies Act 1982 applies but to which section 22 of this Act does
not apply becomes an authorised person by virtue of any other
provision of this Act it shall be an authorised person only as respects
the management of the investments of any pension fund which is

H4
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established solely for the benefit of the officers or employees and their
dependants of that company or of any other body corporate in the
same group as that company.

(3) An insurance company to which section 31 of this Act applies
shall not, so long as it is an authorised person by virtue of that
s;lct.ioAn. be an authorised person by virtue of any other provision of
this Act.

(4) None of the provisions of Part I of this Act shall be construed
as authorising any person to carry on insurance business in any case
in which he could not lawfully do so apart from those provisions.

Recognition of self-regulating organisation with insurance company
members.

3.—(1) In the case of a self-regulating organisation whose mem-
bers include or may include regulated insurance companies the
requirements of Schedule 2 to this Act shall include a requirement
that the rules of the organisation must take proper account of Part
II of the Insurance Companies Act 1982 or, as the case may be, of
the provisions for corresponding purposes in the law of any mem-
ber State in which such companies are established.

(2) Where the function of making or revoking a recognition order
in respect of such a self-regulating organisation is exercisable by a
designated agency it shall not regard that requirement as satisfied
unless the Secretary of State has certified that he also regards it
as satisfied. '

(3) A delegation order—

(@) may reserve to the Secretary of State the function of re-
voking a recognition order in respect of such a self-regulat-
ing organisation as is mentioned in sub-paragraph (1)
above on the ground that the requirement there men-
tioned is not satisfied ; and

(b) shall not transfer to a designated agency the function of
revoking any such recognition order on the ground that the
organisation has contravened sub-paragraphs (3) or (4) of
paragraph 6 below as applied by sub-paragraph (5) of that
paragraph.

(4) In the case of such a self-regulating organisation as is men-
tioned in sub-paragraph (1) above the requirements of Schedule 2
to this Act referred to in section 187(2)Xa) of this Act shall include
the requirement mentioned in that sub-paragraph.

Maodification of provisions as to conduct of investment business
4.—(1) The rules under section 48 of this Act shall not apply to a

regulated insurance company except so far as they make provision
as respects the matters mentioned in sub-paragraph (2) below.

(2) The matters referred to in sub-paragraph (1) above are—

(a) procuring proposals for policies the rights under which con-
stitute an investment for the purposes of this Act and ad-
vising persons on such policies and the exercise of the
rights conferred by them ;
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(b) managing the investments of pension funds, procuring per-
sons to enter into contracts for the management of such
investments and advising persons on such contracts and the
exercise of the rights conferred by them ; ‘

(c) matters incidental to those mentioned in paragraph (a) and
(b) above.

(3) The rules under section 49 of this Act shall not apply to an
insurance company which is an authorised person by virtue of
section 31 of this Act.

(4) The rules under sections 53 and 54 of this Act shall not apply
to loss arising as a result of a regulated insurance company being
unable to meet its liabilities under a contract of insurance.

(5) A direction under section 59 of this Act shall not prohibit the
employment of a person by a regulated insurance company except
in connection witb—

(a) the matters mentioned in sub-paragraph (2) above ; or
(b) investment business carried on in connection with or for
the purposes of those matters.

(6) The Secretary of State shall not make a delegation order trans-
ferring any functions of making rules or regulations under Chapter V
of Part I of this Act in relation to a regulated insurance company
unless he is satisfied that those rules and regulations will take proper
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case may be, of the provisions for corresponding purposes in the law
of the member State in which the company is established ; and in
section 115(5) of this Act the reference to the requirements of section
114(9Xb) shall include a reference to the requirements of this sub-

paragraph.

Restriction of provisions as to conduct of insurance business

5.—(1) Regulations under section 72 of the Insurance Companies
Act 1982 (insurance advertisements) shall not apply to so much of
any advertisement issued by an authorised person as relates to a con-
tract of insurance the rights under which constitute an investment for
the purposes of this Act.

(2) No requirement imposed under section 74 of that Act (inter-
mediaries in insurance transactions) shall apply in respect of an
invitation issued by, or by an appointed representative of, an auth-
orised person in relation to a contract of insurance the rights under
which constitute an investment for the purposes of this Act.

(3) Subject to sub-paragraph (4) below, sections 75 to 77 of that
Act (right to withdraw from long-term policies) shall not apply to
a regulated insurance company in respect of a contract of insurance
tﬂl:me rights under which constitute an investment for the purposes of

is Act.

(4) Sub-paragraph (3) above does not affect the operation of the
said sections 75 to 77 in a case in which the statutory notice required
by those sections has been or ought to have been served before
the coming into force of that sub-paragraph.
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Exercise of powers of intervention etc.

6.—(1) The powers conferred by Chapter VI of Part I of this Act
shall not be exercisable in relation to a regulated insurance company
on the ground specified in section 64(1)(a) of this Act for reasons re-
lating to the ability of the company to meet its liabilities to policy
holders or potential policy holders.

(2) The powers conferred by sections 66 and 68 of this Act, and
those conferred by section 67 of this Act so far as applicable to assets
belonging to the authorised person, shall not be exercisable in rela-
tion to a regulated insurance company.

(3) A designated agency shall not in the case of a regulated insur-
ance company impose any prohibition or requirement under section
65 or 67 of this Act, or vary any such prohibition or requirement,
unless it has given reasonable notice of its intention to do so to
the Secretary of State and informed him—

(a) of the manner in which and the date on or after which it
intends to exercise that power ; and

(b) in the case of a proposal to impose a prohibition or re-
quirement, on which of the grounds specified in section
64(1) of this Act it proposes to act and its reasons for con-
sidering that the ground in question exists and that it is
necessary to impose the prohibition or requirement.

(4) A designated agency shall not exercise any power to which
sub-paragraph (3) above a r(Fp ies if the Secretary of State has before
the date specified in accordance with sub-paragraph (3), above served
on it a notice in writing directing it not to do so ; and the Secretary
of State may serve such a notice if he considers it desirable for
protecting policy holders or potential policy holders of the com-
pany against the risk that it may be unable to meet its liabilities
or to fulfil the reasonable expectations of its policy holders or
potential policy holders.

(5) Sub-paragraphs (3) and (4) above shall, with the necessary
modifications, apply also where a recognised self-regulating organi-
sation proposes to exercise, in the case of a member who is a regu-
lated insurance company, any powers of the organisation for pur-
poses corresponding to those of Chapter VI of Part I of this Act.

(6) The powers conferred by sections 72 and 73 of this Act shall
not be exercisable in relation to a regulated insurance company.

Withdrawal of insurance business authorisation

7.—(1) At the end of section 11(2)a) of the Insurance Companies
Act 1982 (withdrawal of authorisation in respect of new business
where insurance company has failed to satisfy an obligation to which
it is subject by virtue of that Act) there shall be inserted the words
“ or the Financial Services Act 1986 or, if it is a member of a recog-
nised self-regulating organisation within the meaning of that Act, an
obhgatlon to which it is subject by virtue of the rules of that organi-
sation ”
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(2) After subsection (2) of section 13 of that Act (final with-
drawal of authorisation) there shall be inserted—

“(2A) The Secretary of State may direct that an insurance
company shall cease to be authorised to carry on business which
is insurance business by virtue of section 95(cXii) of this Act
if it appears to him that the company has failed to satisfy an
obligation to which it is subject by virtue of the Financial
Services Act 1986 or, if it is a member of a recognised self-
regulating organisation within the meaning of that Act, an
obligation to which it is subject by virtue of the rules of that
organisation.

(2B) Subsections (3), (5) and (6) of section 11 and sub-
sections (1) and (5) to (8) of section 12 above shall apply to
a direction under subsection (2A) above as they apply to a
direction under section 11.”

Termination of investment business authorisation of
insurer established in other member State

8.—(1) Sections 33(1Xb) and 34 of this Act shall not apply to
a regulated insurance company.

(2) A direction under section 33(1)a) of this Act in respect of such
an insurance company may provide that the company shall cease
to be an authorised person except as respects investment business

- of a kind specified in the direction and shall not make it unlawful
for the company to effect a contract of insurance in pursuance of
a subsisting contract of insurance.

(3) Where the Secretary of State proposes to give a direction
under section 33(1Xa) of this Act in respect of such an insurance
company he shall give it written notice of his intention to do so,
giving particulars of the grounds on which he proposes to act and
of the rights exercisable under sub-paragraph (4) below.

(4) An insurance company on which a notice is served under
sub-paragraph (3) above may within fourteen days after the date
of service make written representations to the Secretary of State
and, if desired, oral representations to a person appointed for
that purpose by the Secretary of State; and the Secretary of
State shall have regard to any representations made in accordance
with this sub-paragraph in determining whether to give the direction.

(5) After giving a direction under section 33(1)Xa) of this Act in
respect of a regulated insurance company the Secretary of State shall
inform the company in writing of the reasons for giving the direc-
tion.

(6) A delegation order shall not transfer to a designated agency
the function of giving a direction under section 33(1)Xa) of this Act
in respect of a regulated insurance company.

Powers of Tribunal
9. In the case of a regulated insurance company the provisions
mentioned in section 98(4) of this Act shall include sections 11 and
13(2A) of the Insurance Companies Act 1982 but where the Tribunal
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reports that the appropriate decision would be to take action under
cither of those sections or under section 33(1)Xa) of this Act the
Secretary of State shall take the report into consideration but shall
not be bound to act upon it.

Consultation with designated agencies

10.—(1) Where any functions under this Act are for the time
being exercisable by a designated agency in relation to regulated
insurance companies the Secretary of State shall, before issuing an
authorisation under section 3 of the Insurance Companies Act 1982
to an applicant who proposes to carry on in the United Kingdom
insurance business which is investment business—

(@) seek the advice of the designated agency with respect to
any matters which are relevant to those functions of the
agency and relate to the applicant, his proposed business or
persons who will be associated with him in, or in connec-
tion with, that business ; and

(b) take into account any advice on those matters given to him
by the agency before the end of the period within which
the application is required to be decided.

(2) The Secretary of State may for the purpose of obtaining the
advice of a designated agency under sub-paragraph (1) above
furnish it with any information obtained by him in connection
with the application.

(3) If a designated agency by which any functions under this Act
are for the time being exercisable in relation to regulated insurance
companies has reasonable grounds for believing that any such in-
surance company has failed to comply with an obligation to which
it is subject by virtue of this Act it shall forthwith give notice of
that fact to the Secretary of State so that he can take it into con-
sideration in deciding whether to give a direction in respect of the
company under section 11 or 13(2A) of the said Act of 1982 or
section 33 of this Act.

(4) A notice under sub-paragraph (3) above shall contain par-
ticulars of the obligation in question and of the agency’s reasons for
considering that the company has failed to satisfy that obligation.

(5) A designated agency need not give a notice under sub-
paragraph (3) above in respect of any matter unless it considers
that that matter (either alone or in conjunction with other matters)
would justify the withdrawal of authorisation under section 28 of
this Act in the case of a person to whom that section applies.

SCHEDULE 11
FRIENDLY SOCIETIES
PART I

PRELIMINARY
1. In this Schedule—
‘“a regulated friendly society” means a society which is an
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authorised person by virtue of section 23 of this Act as re-
spects such investment business as is mentioned in that
section ;

“ regulated busibess ”, in relation to a regulated friendly society,
means investment business as respects which the society is
authorised by virtue of that section ;

“a self-regulating organisation for friendly societies ” means
a self-regulating organisation which is permitted under its
rules to admit regulated friendly socicties as members and
to regulate the carrying on by such societies of regulated
business ;

*“ a recognised self-regulating organisation for friendly societies *
means a body declared by an order of the Registrar for the
time being in force to be a recognised self-regulating orga-
nisation for friendly societies for the purposes of this Sche-
dule ;

‘*“a member society ” means a regulated friendly society which
is a member of an appropriate recognised self-regulating
organisation for friendly societies and is subject to its rules
in carrying on all its regulated business and, for the pur-
poses of this definition, *“ an appropriate recognised self-
regulating organisation for friendly societies ” means—

(a) in the case of any such society as is mentioned in
section 23(1) of this Act, an organisation declared by an
order of the Chief Registrar of friendly societies for the
time being in force to be a recognised self-regulating
organisation for friendly societies for the purposes of this
Schedule ; and

(b) in the case of any such society as is mentioned in
section 23(2) of this Act, an organisation declared by an
order of the Registrar of Friendly Societies for Northern
Ireland for the time being in force to be such an organisa-
tion ;

*“ the Registrar ” means—

(a) in relation to any such society as is mentioned in
section 23(1) of this Act, or to any self-regulating orga-
nisation for friendly societies which has applied for or
been granted a recognition order made by him, the Chief
Registrar of friendly societies ; and

(b) in relation to any such society as is mentioned in
section 23(2) of this Act, or to any self-regulating organis-
ation for friendly societies which has applied for or
been granted a recognition order made by him, the
Registrar of Friendly Societies for Northern Ireland.

ParT 1
SELF-REGULATING ORGANISATIONS FOR FRIENDLY SOCIETIES
Recognition

2.—(1) A self-regulating organisation for friendly societies may
apply to the Chief Registrar of friendly societies or the Registrar of
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Friendly Societies for Northern Ireland for an order declaring it
to be a recognised self-regulating organisation for friendly societies
for the purposes of this Schedule.

-(2) An application under sub-paragraph (1) above—
(a) sha}il be made in such manner as the Registrar may direct ;
an
(b) shall be accompanied by such information as the Registrar
may reasonably require for the purpose of determining the
application.

(3) At any time after receiving an application and before deter-
mining it the Registrar may require the applicant to furnish addi-
tional information.

(4) The directions and requirements given or imposed under sub-
paragraphs (2) and (3) above may differ as between different appli-
cations.

(5) Any information to be furnished to the Registrar under this
paragraph shall, if he so requires, be in such form or verified in
such manner as he may specify.

(6) Every application shall be accompanied by a copy of the
applicant’s rules and of any guidance issued by the applicant which
is intended to have continuing effect and is issued in writing or other
legible form.

3.—(1) If, on an application duly made in accordance with para-
graph 2 above and after being furnished with all such information as
he may require under that paragraph, it appears to the Registrar from
that information and having regard to any other information in his
possession that the requirements mentioned in paragraph 4 below
are satisfied as respects that organisation, he may, with the consent
of the Secretary of State and subject to sub-paragraph (2) below,
make an order (“a recognition order”) declaring the applicant
to be a recognised self-regulating organisation for friendly societies.

(2) Where the Registrar proposes to grant an application for a
recognition order he shall send to the Secretary of State a copy of
the application together with a copy of the rules and any guidance
accompanying the application and the Secretary of State shall not
consent to the making of the recognition order unless he is satis-
fied that the rules and guidance of which copies have been sent to
him under this sub-paragraph do not have, and are not intended or
likely to have, to any significant extent the effect of restricting,
distorting or preventing competition or, if they have or are intended
or likely to have that effect to any significant extent, that the effect is
not greater than is necessary for the protection of investors.

(3) Section 122 of this Act shall apply in relation to the decision
whether to consent to the making of a recognition order under this
paragraph as it applies to the decisions mentioned in subsection (1)
of that section.

(4) Subsections (1) and (2) of section 128 of this Act shall apply
for the purposes of this paragraph as if the powers there men-
tioned included the power of refusing consent to the making of
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a recognition order under this paragraph and subsection (5) of that
section shall apply for that purpose as if the reference to Chapter
X1V of Part I included a reference to this paragraph.

(5) The Registrar may refuse to make a recognition order in
respect of an organisation if he considers that its recognition is
unnecessary having regard to the existence of one or more other
organisations which are concerned with such investment business
as is mentioned in section 23 of this Act and which have been or are
likely to be recognised under this paragraph.

(6) Where the Registrar refuses an application for a recognition
order he shall give the applicant a written notice to that effect
specifying a requirement which in the opinion of the Registrar is not
satisfied, stating that the application is refused on the ground men-
tioned in sub-paragraph (5) above or stating that the Secretary of
State has refused to consent to the making of the order.

(7) A recognition order shall state the date on which it takes effect.

4.—(1) The requirements referred to in paragraph 3 above are that
mentioned in sub-paragraph (2) below and those set out in para-
graphs 2 to 7 of Schedule 2 to this Act as modified in sub-paragraphs
(3) to (5) below.
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(2) The rules of the organisation must take proper account of the 1974 c. 46.
Friendly Socicties Act 1974, or as the case may be, the Friendly 197o¢ 31
(N.I)

Societies Act (Northern Ireland) 1970,

(3) References in paragraphs 2, 3, 4 and 6 of Schedule 2 to
members are to members who are regulated friendly societies.

(4) In paragraph 3 of that Schedule—

(a) in sub-paragraph (1) for the reference to Chapter V of Part
I of this Act there shall be substituted a reference to para-
graphs 14 to 22 below ; and

(b) in sub-paragraph (2) the reference to section 49 of this
Act shall be omitted and for the reference to sections 53
and 54 there shall be substituted a reference to paragraphs
17 and 18 below ; and

(¢) in sub-paragraph (3) for the reference to Chapter VI of that

there shall be substituted a reference to the jpowers

%xclercisable by the Registrar by virtue of paragraph 23
elow. ,

(3) In paragraph i of that Schedule for the reference to Chapter V
of Part I of this Act there shall be substituted references to para-
graphs 14 to 22 bele

l
Revocatzon of recognition
5—~(1) A recognmon order may be revoked by a further order
made by the Registrar if at any time it appears to him—

(a) that any req‘uxrement mentioned in paragraph 4(1) above is
not satisfied in the case of the organisation to which the
recognition order relates (“ the recognised organisation ™) ;



230

Scu. 11

c. 60 Financial Services Act 1986

(b) that the recognised organisation has failed to comply with
any obligation to which it is subject by virtue of this Act ; or

(c) that the continued recognition of the organisation is undesir-
able having regard to the existence of one or more other
organisations which have been or are to be recognised
under paragraph 3 above.

(2) Subsections (2) to (9) of section 11 of this Act shall have effect
in relation to the revocation of a recognition order under this para-
graph as they have effect in relation to the revocation of a recogni-
tion order under subsection (1) of that section but with the substitu-
tion—

(a) for references to the Secretary of State of references to the
Registrar ;

(b) for the reference in subsection (3) to members of a reference
to members of the organisation which are member societies
in relation to it ; and

(¢) for the reference in subsection (6) to investors of a refer-
ence to members of the societies which are member socie-
ties in relation to the organisation.

Compliance orders

6.—(1) If at any time it appears to the Registrar—

(a) that any requirement mentioned in paragraph 3 above is not
satisfied in the case of a recognised self-regulating organi-
sation for friendly societies ; or

(b) that such an organisation has failed to comply with any
obligation to which it is subject by virtue of this Act,

he may, instead of revoking the recognition order under paragraph
5 above, make an application to the court under this paragraph.

(2) If on any such application the court decides that the require-
ment in question is not satisfied or, as the case may be, that the
organisation has failed to comply with the obligation in question it
may order the organisation concerned to take such steps as the court
directs for securing that that requirement is satisfied or that that
obligation is complied with.

(3) The jurisdiction conferred by this paragraph shall be exercis-

‘able by the High Court and the Court of Session.

7.—(1) If at any time it appears to the Registrar that the rules of
a recognised self-regulating organisation for friendly societies do not
satisfy the requirements of paragraph 3(1) of Schedule 2 to this Act as
modified by paragraph 4(4) above he may, instead of revoking the
recognition order or making an application under paragraph 6 above,
direct the organisation to alter, or himself alter, its rules in such
manner as he considers necessary for securing that the rules satisfy
those requirements.

(2) Before giving a direction or making any alteration under this
paragraph the Registrar shall consult the organisation concerned.
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(3) Any direction given under sub-paragraph (1) above shall, on
the application of the Registrar, be enforceable by mapdamus or,
in Scotland, by an order for specific performance under section 91
of the Court of Session Act 1868.

(4) A recognised self-regulating organisation for friendly societies
whose rules have been altered by or pursuant to a direction given
by the Registrar under sub-paragraph (1) above may apply to the
court and if the court is satisfied—

(a) that the rules without the alteration satisfied the require-
ments mentioned in that sub-paragraph ; or

(b) that other alterations proposed by the organisation would
result in the rules satisfying those requirements,

the court may set aside the alteration made by or pursuant to the
direction given by the Registrar and, in a case within paragraph (b)
above, order the organisation to make the alterations proposed by
it; but the setting aside of an alteration under this sub-paragraph
shall not affect its previous operation.

(5) The jurisdiction conferred by sub-paragraph (4) above shall
be exercisable by the High Court and the Court of Session.

(6) Subsections (2) to (7) and (9) of section 11 of this Act shall,
with the modifications mentioned in paragraph 5(2) above and any
other necessary modifications, have effect in relation to any direction
given or alteration made by the Registrar under sub-paragraph (1)
above as they have effect in relation to an order revoking a recog-
nition order. ;

(7) The fact that the rules of an organisation have been altered
by or pursuant to a direction given by the Registrar, or pursuant
to an order made by the court, under this paragraph shall not
preclude their subsequent alteration or revocation by that organisa-
tion.

8.—(1) The Registrar or the Secretary of State may make regula-
tions requiring a recognised self-regulating organisation for friendly
societies to give the Registrar or, as the case may be, the Secretary
of State forthwith notice of the occurrence of such events relating to
the organisation or its members as are specified in the regulations and
such information in respect of those events as is so specified.

(2) The Registrar or the Secretary of State may make regulations
requiring a recognised self-regulating organisation for friendly socie-
ties to furnish the Registrar or, as the case may be, the Secretary of
State at such times or in respect of such periods as are specified
in the regulations with such information relating to the organisation
or its members as is so specified.

(3) The notices and information required to be given or furnished
under the foregoing provisions of this paragraph shall be such as
the Registrar or, as the case may be, the Secretary of State may
reasonably require for the exercise of his functions under this Act.

(4) Regulations under the foregoing provisions of this paragragh
may require information to be given in a specified form and to be
verified in a specified manner.
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(5) A notice or information required to be given or furnished under
the foregoing provisions of this paragraph shall be given in writing
or such other manner as the Registrar or, as the case may be, the
Secretary of State may approve.

(6) Where a recognised self-regulating organisation for friendly
societies amends, revokes or adds to its rules or guidance it shall
within seven days give the Registrar written notice of the amend-
ment, revocation or addition ; but notice need not be given of the
revocation of guidance other than such as is mentioned in paragraph
2(6) above or of any amendment of or addition to guidance which
does not result in or consist of such guidance as is there mentioned.

(7) The Registrar shall send the Secretary of State a copy of any
notice given to him under sub-paragraph (6) above.

(8) Contravention of or of regulations under this paragraph shall
not be an offence.

9—(1) A recognised self-regulating organisation for friendly
societies shall not exercise any powers for purposes corresponding to
those of the powers exercisable by the Registrar by virtue of para-
graph 23 below in relation to a regulated friendly society unless it
has given reasonable notice of its intention to do so to the Registrar
and informed him—

(a) of the manner in which and the date on or after which it
intends to exercise the power ; and

(b) in the case of a proposal to impose a prohibition or require-
ment, of the reason why it proposes to act and its reasons
for considering that that reason exists and that it is neces-
sary to impose the prohibition or requirement.

(2) A recognised self-regulating organisation for friendly societies
shall not exercise any power to which sub-paragraph (1Xa) above
applies if before the date given in the notice in pursuance of that
sub-paragraph the Registrar has served on it a notice in writing
directing it not to do so; and the Registrar may serve such a notice
if he considers it is desirable for protecting members or potential
members of the society against the risk that it may be unable to
meet its liabilities or to fulfil the reasonable expectations of its mem-
bers or potential members.

Prevention of restrictive practices
10.—(1) The powers conferred by sub-paragraph (2) below shall be
exercisable by the Secretary of State if at any time it appears to him
that—
(a) any rules made or guidance issued by a recognised self-regu-
lating organisation for friendly societies ;
(b) any practices of any such organisation ; or
(c) any practices of persons who are members of, or otherwise
subject to the rules made by, any such organisation,

have, or are intended or likely to have, to a significant extent the
effect of restricting, distorting or preventing competition and that that
effect is greater than is necessary for the protection of investors.
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(2) The powers exercisable under this sub-paragraph are to direct
the Registrar—

(a) to revoke the recognition order of the organisation ;

(b) to direct the organisation to take specified steps for the pur-
pose of securing that the rules, guidance or practices in
question do not have the effect mentioned in sub-paragraph
(1) above ;

(c) to make alterations in the rules for that purpose ;

and subsections (2) to (5), (7) and (9) of section 11 of this Act, as
applied by sub-paragraph (2) of paragraph 5 above, shall have effect
in relation to the revocation of a recognition order by virtue of a
direction under this sub-paragraph as they have effect in relation to
the revocation of such an order under sub-paragraph (1) of that

paragraph.

(3) The practices referred to in paragraph (b) of sub-paragraph
(1) above are practices of the organisation in its capacity as such;
and the practices referred to in paragraph (c) of that sub-paragraph
are practices in relation to business in respect of which the persons
in question -are subject to the rules of the organisation and which
are required or contemplated by its rules or guidance or otherwise
attributable to its conduct in its capacity as such.

(4) Subsections (3) to (8) of section 122 of this Act shall apply for
the purposes of this paragraph as if—
(a) the reference to a notice in subsection (3) included a notice
received under paragraph 8(7) above or 33(4) below ;

(b) the references to rules and guidance in subsection (4) in-
cluded such rules and guidance as are mentioned in sub-
paragraph (1) above ;

(c) the reference to practices in subsection (6) included such
practices as are mentioned in sub-paragraph (1) above ; and

(d) the reference to the Secretary of State’s powers in subsection
(7) included his powers under sub-paragraph (2) above.

(6) Section 128 of this Act shall apply for the purposes of this
paragraph as if—

(@) the powers referred to in subsection (1) of that section
included the powers conferred by sub-paragraph (2)(b)
and (c) above ;

(b) the references to Chapter XIV of Part I included references
to this paragraph ; and

(c) the reference to a recognised self-regulating organisation in-
cluded a reference to a recognised self-regulating organisa-
tion for friendly societies.

Fees

11.—(1) An applicant for a recognition order under paragraph
3 above shall pay such fees in respect of his application as may
be required by a scheme made and published by the Registrar ; and
no application for such an order shall be regarded as duly made
unless this sub-paragraph is complied with.
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(2) Subsections (2) to (4) of section 112 of this Act apply to a
scheme under sub-paragraph (1) above as they apply to a scheme
under subsection (1) of that section.

(3) Every recognised self-regulating organisation for friendly
societies shall pay such periodical fees to the Registrar as he may by
regulations prescribe.

Application of provisions of this Act

12..~(1) Subject to the following provisions of this paragraph,
sections 44(7), 102(1Xc), 124, 125, 126, 180(1)Xn), 181, 187, 192 and
200(4) of this Act shall apply in relation to recognised self-regulating
organisations for friendly societies as they apply in relation to recog-
nised self-regulating organisations.

(2) In its application by virtue of sub-paragraph (1) above section
126(1) of this Act shall have effect as if the reference to section 119(2)
were a reference to paragraph 10(1) above.

(3) In its application by virtue of sub-paragraph (1) above sub-
section (2) of section 187 of this Act shall have effect as if—

(a) the reference in paragraph (a) to paragraphs 1 to 6 of Sche-
dule 2 were to paragraphs 2 to 6 of that Schedule (as they
apply by virtue of paragraph 4 above) and to sub-paragraph
(2) of paragraph 4 above ; and

(b) paragraph (d) referred to the powers of the organisation
under paragraph 23(4) below.

(4) A direction under subsection (1) of section 192 of this Act as
it applies by virtue of sub-paragraph (1) above shall direct the Regis-
trar to direct the organisation not to take or, as the case may be, to
take the action in question; and where the function of making or
revoking a recognition order in respect of a self-regulating organisa-
tion for friendly societies is exercisable by a transferee body any
direction under that subsection as it applies as aforesaid shall be a
direction requiring the Registrar to direct the transferee body to give
the organisation such a direction as is specified in the direction
given by the Secretary of State.

(5) Subsection (5) of that section shall not apply to a direction
given to the Registrar by virtue of this paragraph.

ParT III

REGISTRAR’S POWERS IN RELATION TO REGULATED FRIENDLY
SOCIETIES

Special provisions for regulated friendly societies

13. Paragraphs 14 to 25 below shall have effect in connection with
the exercise of powers for the regulation of regulated friendly societies
in relation to regulated business, but nothing in this Part of this
Schedule shall affect the exercise of any power conferred by this
Act in relation to a regulated friendly society which is an authorised
person by virtue of section 25 of this Act to the extent that the power
relates to other investment business.
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Conduct of investment business

14.—1) The rules under section 48 of this Act shall not apply to a
regulated friendly society but the Registrar may, with the consent
of the Secretary of State, make such rules as may be made under
that section regulating the conduct of any such society other than
(az;n;enllber society as respects the matters mentioned in sub-paragraph

ow.

(2) The matters referred to in sub-paragraph (1) above are—

(@) procuring persons to transact regulated business with it and
advising persons as to the exercise of rights conferred by
investments acquired from the society in the course of such
business ; ‘

(b) managing the investments of pension funds, procuring per-
sons to enter into contracts for the management of such in-
vestments and advising persons on such contracts and the
exercise of the rights conferred by them ;

(c) matters incidental to those mentioned in paragraphs (4) and
(b) above.

(3) Section 50 of this Act shall apply in relation to rules under
this paragraph as it applies in relation to rules under section 48
except that—

(a) for the reference to the Secretary of State there shall be
substituted a reference to the Registrar ; and

(b) the Registrar shall not exercise the power under subsection
(1) to alter the requirement of rules made under this para-
graph without the consent of the Secretary of State.

15.—(1) The rules under section 51 of this Act shall not apply
to any investment agreement which a person has entered or offered
to enter into with a regulated friendly society if, as respects the
society, entering into the agreement constitutes the carrying on of
regulated business but the Registrar may, with the consent of the
Secretary of State, make rules for enabling a person who has entered
or offered to enter into such an agreement to rescind the agreement
or withdraw the offer within such period and in such manner as
may be specified in the rules.

(2) Subsection (2) of section 51 of this Act shall apply in relation
to rules under this paragraph as it applies in relation to rules under
that section but with the substitution for the reference to the Secre-
tary of State of a reference to the Registrar.

16.—(1) Regulations under section 52 of this Act shall not apply
to any regulated friendly society but the Registrar may, with the
consent of the Secretary of State, make such regulations as may be
made under that section imposing requirements on regulated friendly
societies other than member societies.

(2) Any notice or information required to be given or furnished

under this paragraph shall be given in writing or in such other
manner as the Registrar may approve.
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17.—(1) Rules under section 53 of this Act shall not apply to any
regulated friendly society but the Registrar may, with the consent of
the Secretary of State make rules concerning indemnity against any
claim in respect of any description of civil liability incurred by a
regulated friendly society in connection with any regulated business.

(2) Such rules shall not apply to a member society of a recognised
self-regulating organisation for friendly societies unless that organi-
sation has requested that such rules should apply to it; and any
such request shall not be capable of being withdrawn after rules
giving effect to it have been made but without prejudice to the power
of theﬁRegistrar to revoke the rules if he and the Secretary of State
think fit.

(3) Subsections (3) and (4) of section 53 of this Act shall apply in
relation to such rules as they apply to rules under that section
but with the substitution for references to the Secretary of State
of references to the Registrar.

18.—(1) No scheme established by rules under section 54 shall
apply in cases where persons who are or have been regulated
friendly societies are unable, or likely to be unable, to satisfy claims
in respect of any description of civil liability incurred by them in
connection with any regulated business but the Registrar may, with
the consent of the Secretary of State, by rules establish a scheme
for compensating investors in such cases.

(2) Subject to sub-paragraph (3) below, subsections (2) to (4) and
(6) of that section shall apply in relation to such rules as they apply
to rules under that section but with the substitution for the refer-
ences to the Secretary of State, authorised persons, members and a
recognised self-regulating organisation of references respectively to
the Registrar, regulated friendly societies, member societies and a
recognised self-regulating organisation for friendly societies.

(3) Subsection (3) of that section shall have effect with the sub-
stitution for the words “ the Secretary of State is satisfied ” of the
words “ the Registrar and the Secretary of State are satisfied .

(4) The references in section 179(3Xb) and 180(1)}e) of this Act
to the body administering a scheme established under section 54 of
this Act shall include the body administering a scheme established
under this paragraph.

19.—(1) Regulations under section 55 of this Act shall not apply to
money held by regulated friendly societies but the Registrar may,
with the consent of the Secretary of State, make regulations with
respect to money held by a regulated friendly society in such cir-
cumstances as may be specified in the regulations.

(2) Regulations under this paragraph shall not ide that money
held by a regulated friendly society shall be held as mentioned in
graph (a) of subsection (2) of that section but paragraphs (b) to
m that subsection and subsections (3) and (4) of that section shall
apply in relation to regulations made under this paragraph as they
apply in relation to regulations under that section (but with the
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substitution for the reference in paragraphs (b) and (e) of subsection
(2) to a member of a recognised self-regulating organisation of a
reference to a member society of a recognised self-regulating organ-
isation for friendly societies and for the reference in paragraph (e) of
that subsection to the Secretary of State of a reference to the
Registrar).

20. Regulations under section 56(1) of this Act shall not permit
anything to be done by a regulated friendly society but that section
shall not apply to anything done by such a society in the course of
or in consequence of an unsolicited call which, as respects the society
constitutes the carrying on of regulated business, if it is permitted to
be done by the society in those circumstances—

(a) in the case of a member society, by the rules of the recognised
self-regulating organisation for friendly societies of which
it is a member ; and

(b) in any other case, by regulations made by the Registrar
with the consent of the Secretary of State.

21.—(1) If it appears to the Registrar that a regulated friendly
society other than a member society has contravened—

(@) any provision of rules or regulations made under this
Schedule or of section 56 or 59 of this Act;

(b) any condition imposed under section 50 of this Act as it
applies by virtue of paragraph 14(3) above ;

(c) any prohibition or requirement imposed under Chapter VI
of Part I of this Act as it applies by virtue of paragraph 23
below ; or

(d) any requirement imposed under paragraph 24 below ;

he may publish a statement to that effect.

(2) Subsections (2) to (5) of section 60 above shall apply in rela-
tion to the power under sub-paragraph (1) above as they apply in
relation to the power in subsection (1) of that section but with the
substitution for the references to the Secretary of State of references
to the Registrar.

22.—(1) If on the application of the Registrar the court is satis-

(@) that there is a reasonable likelihood that any regulated
friendly society will contravene any provision of—

(i) any prohibition or requirement imposed under
Chapter VI of Part I of this Act as it applies by virtue
of paragraph 23 below ;

(ii) the rules or regulations made under this Schedule ;

(iii) any requirement imposed under paragraph 24 be-
low ;

(iv) section 47, 56 or 59 of this Act ;
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(v) the rules of a recognised self-regulating organisa-
tion for friendly societies in relation to which it is a
member society,
or any condition imposed under section 50 of this Act as it
applies by virtue of paragraph 14(3) above ;

(b) that any regulated friendly society has contravened any such
provision or condition and that there is a reasonable likeli-
hood that the contravention will continue or be repeated ;
or

(c) that any person has contravened any such provision or con-
dition and that there are steps that could be taken for
remedying the contravention,

the court may grant an injunction restraining the contravention or,
in Scotland, an interdict prohibiting the contravention or, as the
case may be, make an order requiring the society and any other
person who appears to the court to have been knowingly concerned
in the contravention to take steps to remedy it.

(2) No application shall be made by the Registrar under sub-
paragraph (1) above in respect of any such rules as are mentioned
in paragraph (a)v) of that sub-paragraph unless it appears to him
that the organisation is unable or unwilling to take appropriate steps
to restrain the contravention or to require the society concerned to
take such steps as are mentioned in sub-paragraph (1) above.

(3) Subsections (3) to (9) of section 61 of this Act apply to such
a contravention as is mentioned in sub-paragraph (1)Xa) above as they
apply to such a contravention as is mentioned in subsection (3) of
that section, but with the substitution for the references to the
Secretary of State of references to the Registrar.

(4%l Without prejudice to the preceding provisions of this para-
graph—

(a) a contravention of any rules or regulations made under this
Schedule ;

(b) a contravention of any prohibition or requirement imposed
under Chapter VI of Part I of this Act as it applies by
virtue of paragraph 23 below ;

(c) a contravention of any requirement imposed under para-
graph 24 below ;

(d) a contravention by a member society of any rules of the
recognised self-regulating organisation for friendly societies
of which it is a member relating to a matter in respect of
which rules or regulations have been or could be made
under this Schedule or of any requirement or prohibition
imposed by the organisation in the exercise of powers for
purposes corresponding to those of the said Chapter VI or
paragraph 24 ;

shall be actionable at the suit of a person who suffers loss as a
result of the contravention subject to the defences and other incidents
applying to actions for breach of statutory duty, but no person shall
be guilty of an offence by reason of any such contravention and no
such contravention shall invalidate any transaction.
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(5) This paragraph is without prejudice to any equitable remedy
available in respect of property which by virtue of a requirement
under section 67 of this Act as it applies by virtue of paragraph 23
below is subject to a trust.

Intervention, information and investigations

23.—(1) The powers conferred by Chapter VI of Part I of this Act
shall not be exercisable in relation to a regulated friendly society or
the appointed representative of such a society by the Secretary of
State but instead shall be exercisable by the Registrar ; and according-
Iy references in that Chapter to the Secretary of State shall as respects
the exercise of powers in relation to a regulated friendly society or
such a representative be taken as references to the Registrar.

(2) Section 64 of this Act shall not apply to the exercise of those
powers by virtue of sub-paragraph (1) above but those powers shall
only be exercisable by the Registrar if it appears to him—

(a) that the exercise of the powers is desirable in the interests
of members or potential members of the regulated friendly
society ; or

(b) that the society is not a fit person to carry on regulated busi-
ness of a particular kind or to the extent to which it is
carrying it on or proposing to carry it on ; or

{c) that the society has contravened any provision of this Act or
of any rules or regulations made under it or in purported
compliance with any such provision has furnished him with
false, inaccurate or misleading information or has contra-
vened any prohibition or requirement imposed under this
Act.

(3) For the purposes of sub-paragraph (2)Xb) above the Registrar
may take into account any matters that could be taken into account
in deciding whether to withdraw or suspend an authorisation under
Chapter III of Part I of this Act.

(4) The powers conferred by this paragraph shall not be exercis-
able in relation—

(@) to a member society which is subject to the rules of a
recognised self-regulating organisation for friendly societies
in carrying on all the investment business carried on by it ;

or

(b) to an appointed representative of a member society if that
member society, and each other member society which is
his principal, is subject to the rules of such an organisation
in carrying on the investment business in respect of which
it has accepted responsibility for his activities ;

except that the powers conferred by virtue of section 67(1)(b) of this
Act may on any of the grounds mentioned in sub-paragraph (2)
above be exercised in relation to a member society or appointed
representative at the request of the organisation in relation to which
the society or, as the case may be, the society which is the repre-
sentative’s principal is a member society.
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24.—(1) The Registrar may by notice in writing require any regu-
lated friendly society (other than a member society) or any self-
regulating organisation for friendly societies to furnish him with such
information as he may reasonably require for the exercise of his
functions under this Act.

(2) The Registrar may require any information which he requires
under this paragraph to be furnished within such reasonable time
and verified in such manner as he may specify.

25.—(1) Where a notice or copy of a notice is served on any person
under section 60 or section 70 of this Act as they apply by virtue of
paragraph 21(2) or 23 above, Chapter IX of Part I of this Act
(other than section 96) shall, subject to sub-paragraph (2) below, have
effect—

(@) with the substitution for the references to the Secretary of
State of references to the Registrar ; and

(b) as if for the references in section 98(4) to sections 28, 33 and
60 of this Act there were substituted references to para-
graphs 21, 23, 24, 26 and 27 of this Schedule.

(2) Where the friendly society in question is an authorised person
by virtue of section 25 of this Act the provisions mentioned in sub-
paragraph (1) above shall have effect as if the references substituted
by that sub-paragraph had effect in addition to rather than in substi-
tution for the references for which they are there substituted.

(3) Where the Tribunal reports that the appropriate decision
is to take action under paragraph 26 or 27 of this Schedule the
Registrar shall take the report into account but shall not be bound
to act on it.

Exercise of powers under enactments relating to friendly societies

26.—(1) If it appears to the Chief Registrar of friendly societies
that a regulated friendly society which is an authorised person by
virtue of section 23(1) of this Act—

(a) has contravened any provision of—
' (i) this Act or any rules or regulations made under it:

(ii) any requirement imposed under paragraph 24
above ;

(iii) the rules of a recognised self-regulating organisa-
tion for friendly societies in relation to which it is a
member society ; or

(b) in purported compliance with any such provision has fur-
nished false, inaccurate or misleading information,

he may exercise any of the powers mentioned in sub-paragraph
(2) below in relation to that society.

(2) The powers mentioned in sub-paragraph (1) above are those
under subsection (1) of section 87 (inspection and winding up of
registered friendly societies), subsection 56) of section 88 (suspension
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of business of registered friendly societies), subsections (1) and (2) Scu. 11
of section 89 (production of documents) and subsections (1) and (2)
of section 91 (cancellation and suspension of registration) of the
Friendly Societies Act 1974 ; and subject to sub-paragraph (3) below 1974 c. 46.
the remaining provisions of those sections shall apply in relation
to the exercise of those powers by virtue of this paragraph as they do
in relation to their exercise in the circumstances mentioned in those
sections.
(3) In its application by virtue of this paragraph—
(a) section 88 of the said Act of 1974 shall have effect with
the omission of subsections (3), (5) and (9) ; and

(b) section 89 of that Act shall have effect with the omission
of subsection (7).

27.—(1) If it appears to the Registrar of Friendly Socicties for
Northern Ireland that a regulated friendly society which is an
authorised person by virtue of section 23(2) of this Act—

(a) has contravened any provision of—
(i) this Act or any rules or regulations made under it ;
(ii) any requirement imposed under paragraph 24
above ;
(iii) the rules of a recognised self-regulating organisa-
tion for friendly societies in relation to which it is a
member society ; or
(b) in purported compliance with any such provision has fur-
nished false, inaccurate or misleading information,

he may exercise any of the powers mentioned in sub-paragraph
(2) below in relation to that society.

(2) The powers mentioned in sub-paragraph (1) above are those
under subsection (1) of section 77 (inspection and winding up of
registered friendly societies), subsection (1) of section 78 (suspen-
sion of business of registered friendly societies). subsections (1) and
(2) of section 79 (production of documents) and subsections (1) and
(2) of section 80 (cancellation and suspension of registration) of
the Friendly Societies Act (Northern Ireland) 1970 ; and subject to {970 ¢. 31
sub-paragraph (3) below the remaining provisions of those sections (N.L).
shall apply in relation to the exercise of those powers by virtue of
this paragraph as they do in relation to their exercise in the circum-
stances mentioned in those sections.

(3) In its application by virtue of this paragraph section 78 of
the said Act of 1970 shall have effect with the omission in sub-

section (2) of the words from “ and such notice ”” onwards and of
subsection (4).

ParT IV
TRANSFER OF REGISTRAR’S FUNCTIONS

28.—(1) If it appears to the Registrar—

(a) that a body corporate has been established which is able and
willing to discharge all or any of the functions to which

this paragraph applies ; and
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(b) that the requirements of Schedule 7 to this Act (as it has
effect by virtue of sub-paragraph (3) below) are satisfied
in the case of that body,

he may, with the consent of the Secretary of State and subject to the
following provisions of this paragraph and paragraphs 29 and 30
below, make an order transferring all or any of those functions to

that body.

(2) The body to which functions are transferred by the first order
made under sub-paragraph (1) above shall be the body known as
The Securities and Investments Board Limited if the Secretary of
State consents to the making of the order and it appears to the
Registrar that that body is able and willing to discharge those
functions, that the requirements mentioned in paragraph (b) of that
sub-paragraph are satisfied in the case of that body and that he is
not precluded from making the order by the following provisions
of this paragraph or paragraph 29 or 30 below.

(3) For the purposes of sub-paragraph (1) above Schedule 7 shall
have effect as if—
(a) for references to a designated agency there were substituted
references to a transferee body ; and

(b) for the reference to complaints in paragraph 4 there were
substituted a reference to complaints arising out of the
conduct by regulated friendly societies of regulated business.

(4) An order under sub-paragraph (1) above is in this Act
referred to as a transfer order and a body to which functions are
transferred by a transfer order is in this Act referred to as a

transferee body.

(5) Subject to sub-paragraphs (6) and (8) below, this paragraph
applies to the functions of the Registrar under section 113(3) of this
Act and paragraph 38 below and any functions conferred on him by
virtue of paragraphs 2 to 25 above other than the powers under
sections 66 and 68 of this Act and, so far as applicable to assets
belonging to a regulated friendly society, the power under section
67 of this Act.

(6) If the Registrar transfers his functions under Chapter VI of
Part I of this Act they shall not be exercisable by the transferee
body if the only reasons by virtue of which it appears to the body
as mentioned in paragraph 23(2) above relate to the sufficiency of
the funds of the society to meet existing claims or of the rates of
contribution to cover benefits assured.

(7) Any function may be transferred by an order under this para-
graph either wholly or in part and a function may be transferred in
respect of all societies or only in respect of such societies as are
specified in the order.

(8) A transfer order—

(a) may reserve to the Registrar the function of revoking a
recognition order in respect of a self-regulating organisation
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for friendly societies on the ground that the requirement
mentioned in paragraph 4(2) above is not satisfied ; and

(b) shall not transfer to a transferee body the function of revok-
ing any such recognition order on the ground that the
organisation has contravened the provisions of paragraph
9 above.

(9) No transfer order shall be made unless a draft of it has been
laid before and approved by a resolution of each House of
Parliament.

29. The Registrar shall not make a transfer order transferring
any function of making rules or regulations to a transferee body
unless—

(a) the body has furnished him and the Secretary of State with a
copy of the rules or regulations which it proposes to make
in the exercise of those functions ; and

(b) they are both satisfied that those rules or regulations will—

(i) afford investors an adequate level of protection,

(i) in the case of rules and regulations corresponding
to those mentioned in Schedule 8 to this Act, comply
with the principles set out in that Schedule, and

(iii) take proper account of the supervision of the
friendly societies by the Registrar under the enactments
relating to friendly societies.

30.—(1) The Registrar shall also before making a transfer order
transferring any functions to a transferce body require it to furnish
him and the Secretary of State with a copy of any guidance intended
to bave continuing effect which it proposes to issue in writing or
other legible form and they may take such guidance into account in
determining whether they are satisfied as mentioned in paragraph
29(b) above.

(2) In this Act references to guidance issued by a transferee body
are references to guidance issued or any recommendation made by
it which is issued or made to regulated friendly societies or self-
regulating organisations for friendly societies generally or to any
class of regulated friendly societies or self-regulating organisations

for friendly societies, being societies which are or may be subject.

to rules or regulations made by it or organisations which are or may
be recognised by it in the exercise of its functions under a transfer
order. :

31.—(1) Subject to the provisions of this paragraph, sections 115,
116,-117(3) to (5) and 118 of this Act shall apply in relation to the
transfer of functions under paragraph 28 above as they apply in
relation to the transfer of functions under section 114 of this Act.

(2) Subject to sub-paragraphs (5) and (6)(b) below, for references in
those provisions to tﬁe Secretary of State, a designated agency and a
delegation order there shall be substituted respectively references
to the Registrar, a transferee body and a transfer order.
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(3) The Registrar may not exercise the powers conferred by sub-
sections (1) and (2) of section 115 except with the consent of the
Secretary of State.

(4) In subsection (3) of section 115 for the reference to Schedule 7
to this Act there shall be substituted a reference to that Schedule as
it has effect by virtue of paragraph 28(3) above and in subsection (5)
of that section for the reference to section 114(9)() of this Act there
shall be substituted a reference to paragraph 29(b) above.

(5) Section 118(3)(b) shall have effect as if the reference to any
provision applying to the Secretary of State were a reference to any
provision applying to the Secretary of State or the Registrar.

(6) In Schedule 9 to this Act—
(a) paragraph 1(2) and (3) shall be omitted ;

(b) paragraph 4 shall have effect as if the references to the
Secretary of State were references to the Secretary of State
and the Registrar ;

(c) paragraph 5 shall have effect as if the reference to section
205(2) were a reference to paragraph 45(1) below ;

(d) paragraph 12(3) shall have effect as if the reference to
section 114(9) were a reference to paragraph 29 above.

(7) The power mentioned in paragraph 2(3) of Schedule 9 to this
Act shall not be exercisable on the ground that the company has
ceased to be a designated agency or, as the case may be, a trans-
feree body if the company remains a transferee body or, as the case
may be, a designated agency.

32. A transferee body shall at least once in each year for which
the transfer order is in force make a report to the Registrar on the
discharge of the functions transferred to it by the order and on
such other matters as the order may require and the Registrar shall
send a copy of each report received by him under this paragraph
to the Secretary of State who shall lay copies of the report before
Parliament.

33.—(1) This paragraph applies where the function of making or
revoking a recognition order in respect of a self-regulating organisa-
tion for friendly societies is exercisable by a transferee body.

(2) Paragraph 3(2) above shall have effect as if the first reference
to the Secretary of State included a reference to the Registrar.

(3) The transferee body shall not regard the requirement men-
tioned in paragraph 4(2) as satisfied unless the Registrar has certified
that he also regards it as satisfied.

(4) A transferee body shall send the Registrar and the Secretary
of State a copy of any notice received by it under paragraph 8(6)
above.
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(5) Where the Secretary of State exercises any of the powers con-
ferred by paragraph 10(2) above in relation to an organisation the
Registrar shall direct the transferee body to take the appropriate
action in relation to that organisation and such a direction shall,
on the application of the Registrar, be enforceable by mandamus or,
in Scotland, by an order for specific performance under section 91
of the Court of Session Act 1868.

34. A transferee body to which the Registrar has transferred any
function of making rules or regulations may make those rules or
regulations without the consent of the Secretary of State.

35.—(1) A transferee body shall not impose any prohibition or
requirement under section 65 or 67 of this Act on a regulated
friendly society or vary any such prohibition or requirement unless
it has given reasonable notice of its intention to do so to the
Registrar and informed him—

(@) of the manner in which and the date on or after which it
intends to exercise the power ; and

(b) in the case of a proposal to impose a prohibition or require-
ment, on which of the grounds specified in paragraph 23(2)
above it proposes to act and its reasons for considering
that the ground in question exists and that it is necessary
to impose the prohibition or requirement.

(2) A transferee body shall not exercise any power to which sub-
paragraph (1) above applies if before the date given in the notice in
pursuance of sub-paragraph (1)(a) above the Registrar has served on
it a notice in writing directing it not to do so; and the Registrar

may serve such a notice if he considers it is desirable for protect- .

ing members or potential members of the regulated friendly society
against the risk that it may be unable to meet its liabilities or to
fulfil bt’tll'asc reasonable expectations of its members or potential
members.

36.—(1) The Secretary of State shall not consent to the making
of an order by the Registrar under paragraph 28 above transferring
any functions to a transferee body unless he is satisfied that any
rules, regulations. guidance and recommendations of which copies
are furnished to him under paragraphs 29(a) and 30(1) above do
not have, and are not intended or likely to have, to any significant
extent the effect of restricting, distorting or preventing competition
or, if they have or are intended or likely to have that effect to any
significant extent, that the effect is not greater than is necessary for
the protection of investors.

(2) Section 121(2) and (4) and sections 122 to 128 above shall
have effect in relation to transferee bodies and transfer orders as
they have effect in relation to designated agencies and designation
orders but subject to the following modifications.
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(3) Those provisions shall have effect as if the powers exercisable
under section 121(3) were—

(a) to make an order transferring back to the Registrar all or
any of the functions transferred to the transferee body
by a transfer order ; or

(b) to direct the Registrar to direct the transleree body to take
specified steps for the purpose of securing that the rules,
regulations, guidance or practices in question do not have
the effect mentioned in sub-paragraph (1) above.

(4) No order shall be made by virtue of sub-paragraph (3) above
unless a draft of it has been laid before and approved by a resolution
of each House of Parliament.

(5) For the decisions referred to in section 122(1) there shall be
substituted a reference to the Secretary of State’s decision whether
he is precluded by sub-paragraph (1) above from giving his consent
to the making of a transfer order.

(6) Section 128 shall apply as if—

(a) the powers referred to in subsection (1) of that section
included the power conferred by sub-paragraph ()¢
above ; and

(b) the references to Chapter XIV of Part I included references
to this paragraph.

37.—(1) If a transferee body has reasonable grounds for believing
that any regulated friendly society has failed to comply with an
obligation to which it is subject by virtue of this Act it shall forth-
with give notice of that fact to the Registrar so that he can take it
into consideration in deciding whether to exercise in relation to the
society any of the powers conferred on him by sections 87 to 89
and 91 of the Friendly Societies Act 1974 or, as the case may be,
sections 77 to 80 of the Friendly Societies Act (Northern Ireland)
1970 (inspection, winding up, suspension of business and cancellation
and suspension of registration).

(2) A notice under sub-paragraph (1) above shall contain par-
ticulars of the obligation in question and of the transferee body's
reasons for considering that the society has failed to satisfy that
obligation.

(3) A transferee body need not give a notice under sub-paragraph
(1) above in respect of any matter unless it considers that that
matter (either alone or in conjunction with other matters) would
justify the withdrawal of authorisation under section 28 of this Act
in the case of a person to whom that provision applies.

PART V
MISCELLANEOUS AND SUPPLEMENTAL

38.—(1) The Registrar may publish information or give advice,
or arrange for the publication of information or the giving of advice,
in such form and manner as he considers appropriate with respect
to—

(a) the operation of this Schedule and the rules and regulations
made under it in relation to registered friendly societies,
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including in particular the rights of their members, the
duties of such societies and the steps to be taken for
enforcing those rights or complying with those duties ;

(b) any matters relating to the functions of the Registrar under
this Schedule or any such rules or regulations ;

(¢) any other matters about which it appears to him to be
desirable to publish information or give advice for the pro-
tection of those members or any class of them.

(2) The Registrar may offer for sale copies of information pub-
lished under this paragraph and may, if he thinks fit, make reason-
able charges for advice given under this paragraph at any person’s
request.

(3) This paragraph shall not be construed as authorising the dis-
closure of restricted information within the meaning of section 179
of this Act in any case in which it could not be disclosed apart
from the provisions of this paragraph.

39. In the case of an application for authorisation under section 26
of this Act made by a society which is registered under the Friendly
Societies Act 1974 within the meaning of that Act or is registered or

Sca. 11

deemed to be registered under the Friendly Societies Act (Northern 1974 c. 46.

Ireland) 1970 (“a registered society ”), section 27(3Xc) of this Act
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manager or member of the committee of the society.

40. Where the other person mentioned in paragraph (c) of the
definition of “ connected person” in section 105(9) of this Act is a
registered society that paragraph shall have effect with the substitu-
tion for the words from “ member ** onwards of the words “ trustee,
manager or member of the committee of the society .

41. In relation to any such document as is mentioned in subsection
(1) of section 204 of this Act which is required or authorised to be
given to or served on a registered society—

(a) subsection (3)c) of that section shall have effect with the
substitution for the words from “ member > onwards of the

words “ trustee, manager or member of the committee of
the society ” ; and ;

(b) subsection (4)(c) of that section shall have effect as if for the
words from “ member ” onwards there were substituted the
words “ trustee, manager or member of the committee of the
society, the office which is its registered office in accordance
with its rules ™.

42, Rules under paragraphs 14, 15, 17 and 18 above and regula-
tions under paragraphs 16, 19 and 20 above shall apply notwith-
standing any provision to the contrary in the rules of any regulated
friendly society to which they apply.

I
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Scu. 11~ 43.—(1) Where it appears to the Registrar, the assistant registrar
for Scotland, the Industrial Assurance Commissioner or the Indus-
trial Assurance Commissioner for Northern Ireland that any such
rules as are mentioned in section 48(2)j) of this Act which are made
by virtue of paragraph 14 above (or any corresponding rules made
by a self-regulating organisation for friendly societies) make arrange-
ments for the settlement of a dispute referred to him under section

1974 c. 46. 77 of the Friendly Societies Act 1974, section 65 of the Friendly
1970 ¢. 31 Societies Act (Northern Ireland) 1970, section 32 of the Industrial
(N.L). Assurance Act 1923 or Article 36 of the Industrial Assurance (Nor-
1923 c. 8. thern Ireland) Order 1979 or that such rules relate to some of the
S.L 119379/ 1574 matters in dispute he may, if he thinks fit, delegate his functions in
(N.L13). respect of the dispute so as to enable it to be settled in accordance
with the rules.
(2) If such rules provide that any dispute may be referred to such
a person, that person may deal with any dispute referred to him in
pursuance of those rules as if it were a dispute referred to him as
aforesaid and may delegate his functions in respect of any such
dispute to any other person.

1975 ¢. 24, 44. —(1) In Part III of Schedule 1 to the House of Commons
Disqualification Act 1975 (disqualifying offices) there shall be in-
serted at the appropriate place—

*“ Chairman of a transferee body within the meaning of
Schedule 11 to the Financial Services Act 1986 if he is in
receipt of remuneration.”

{2) A corresponding amendment shall be made in Part III of
1975 ¢. 25. Sghedule 1 to the Northern Ireland Assembly Disqualification Act
1975.

45.—(1) Any power of the Chief Registrar of friendly societies to

make regulations, rules or orders which is exercisable by virtue of

1946 c. 36. this Act shall be exercisable by statutory instrument and the Statu-
tory Instruments Act 1946 shall apply to any such power as if the

Chief Registrar of friendly societies were a Minister of the Crown.

(2) Any such power of the Registrar of Friendly Societies for
Northern Ireland shall be exercisable by statutory rule for the pur-
(85}.111927)9/1573 poses of the Statutory Rules (Northern Ireland) Order 1979.

(3) Any regulations, rules or orders made under this Schedule
by the Registrar may make different provision for different cases.

Section 172. : SCHEDULE 12
TAKEOVER OFFERS:
PROVISIONS SUBSTITUTED FOR SECTIONS 428, 429 AND 430
or COMPANIES Act 1985
ParT XIIA
TaxeoveEr OFFERS

“gakgyver 428. —(l) In this Part of this Act “a takeover offer ” means an
olfers.”  offer to acquire all the shares, or all the shares of any class or
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classes, in a company (other than shares which at the date of the
offer are already held by the offeror), being an offer on:terms which
are the same in relation to all the shares to which the offer relates
or, where those shares include shares of different classes, in relation
to all the shares of each class.

(2) In subsection (1) “shares” means shares which have been
allotted on the date of the offer but a takeover offer may include
among the shares to which it relates all or any shares that are
subsequently allotted before a date specified in or determined in
accordance with the terms of the offer.

(3) The terms offered in relation to any shares shall for the
purposes of this section be treated as being the same in relation to
all the shares or, as the case may be, all the shares of a class to which
the offer relates notwithstanding any variation permitted by subsection

4).
(4) A variation is permitted by this subsection where—

(@) the law of a country or territory outside the United Kingdom
precludes an offer of consideration in the form or any of
the forms specified in the terms in question or precludes
it except after compliance by the offeror with conditions
with which he is unable to comply or which he regards as
unduly onerous ; and ‘

(b) the variation is such that the persons to whom an offer of
consideration in that form is precluded are able to receive
consideration otherwise than in that form but of substantially
equivalent value.

(5) The reference in subsection (1) to shares already held by the
offeror includes a reference to shares which he has contracted to
acquire but that shall not be construed as including shares which are
the subject of a contract binding the holder to accept the offer when
it is made, being a contract entered into by the holder either for no
consideration and under seal or for no consideration other than a
promise by the offeror to make the offer.

(6) In the application of subsection (5) to Scotland, the\ words
“ and under seal ” shall be omitted.

(7) Where the terms of an offer make provision for their revision
and for acceptances on the previous terms to be treated as acceptances
on the revised terms, the revision shall not be regarded for the
purposes of this Part of this Act as the raaking of a fresh offer and
references in this Part of this Act to the date of the offer shall accord-
ingly be construed as references to the date on which the original
offer was made.

(8) In this Part of this Act “ the offeror  means, subject to section
430D, the person making a takeover offer and “ the company ” means
the company whose shares are the subject of the offer.
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tenths in value of the shares to which the offer relates he may give
notice to the holder of any shares to which the offer relates which
the offeror has not acquired or contracted to acquire that he desires
to acquire those shares.

(2) If, in a case in which a takeover offer relates to shares of
different classes, the offeror has by virtue of acceptances of the
offer acquired or contracted to acquire not less than nine-tenths
in value of the shares of any class to which the offer relates, he
may give notice to the holder of any shares of that class which the
offeror has not acquired or contracted to acquire that he desires to
acquire those shares.

(3) No notice shall be given under subsection (1) or (2) unless
the offeror has acquired or contracted to acquire the shares necessary
to satisfy the minimum specified in that subsection before the end
of the period of four months beginning with the date of the offer;
and no such notice shall be given after the end of the period of two
months beginning with the date on which he has acquired or
contracted to acquire shares which satisfy that minimum.

(4) Any notice under this section shall be given in the prescribed
mananer ; and when the offeror gives the first notice in relation to an
offer he shall send a copy of it to the company together with a
statutory declaration by him in the prescribed form stating that the
conditions for the giving of the notice are satisfied.

(5) Where the offeror is a company (whether or not a company
within the meaning of this Act) the statutory declaration shall be
signed by a director.

(6) Any person who fails to send a copy of a notice or a statutory
declaration as required by subsection (4) or makes such a declaration
for the purposes of that subsection knowing it to be false or without
having reasonable grounds for believing it to be true shall be liable
to imprisonment or a fine, or both, and for continued failure to
send the copy or declaration, to a daily default fine.

(7) If any person is charged with an offence for failing to send a
copy of a notice as required by subsection (4) it is a defence for him
to prove that he took reasonable steps for securing compliance with
that subsection.

(8) Where during the period within which a takeover offer can be
accepted the offeror acquires or contracts to acquire any of the
shares to which the offer relates but otherwise than by virtue of
acceptances of the offer, then, if—

(a) the value of the consideration for which they are acquired
or contracted to be acquired (*the acquisition considera-
tion”) does not at that time exceed the value of the
consideration specified in the terms of the offer ; or

(b) those terms are subsequently revised so that when the revi-
sion is announced the value of the acquisition considera-
tion, at the time mentioned in paragraph (@) above, no
longer exceeds the value of the consideration specified in
those terms,
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the offeror shall be treated for the purposes of this section as having
acquired or contracted to acquire those shares by virtue of accept-
ances of the offer ; but in any other case those shares shall be treated
ag excluded from those to which the offer relates.

430.—(1) The following provisions shall, subject to section 430C,
have effect where a notice is given in respect of any shares under
sectiony 429,

(2) The offeror shall be entitled and bound to acquire those
shares on the terms of the offer.

(3) Where the terms of an offer are such as to give the holder of
any shares a choice of consideration the notice shall give particulars
of the choice and state—

(a) that the holder of the shares may within six weeks from
the date of the notice indicate his choice by a written
communication sent to the offeror at an address specified in
the notice ; and

(b) which consideration specified in the offer is to be taken
as applying in default of his indicating a choice as
aforesaid ;

and the terms of the offer mentioned in subsection (2) shall be
determined accordingly.

(4) Subsection (3) applies whether or not any time-limit or other
conditions applicable to the choice under the terms of the offer
can still be complied with ; and if the consideration chosen by the
holder of the shares—

(a) is not cash and the offeror is no longer able to provide it ;
or
(b) was to have been provided by a third party who is no
longer bound or able to provide it,
the consideration shall be taken to consist of an amount of cash

payable by the offeror which at the date of the notice is equivalent
to the chosen consideration.

(5) At the end of six weeks from the date of the notice the offeror
shall forthwith—

(a) send a copy of the notice to the company ; and

(b) pay or transfer to the company the consideration for the
shares to which the notice relates.

(6) If the shares to which the notice relates are registered the
copy of the notice sent to the company under subsection (5Xa) shall
be accompanied by an instrument of transfer executed on behalf
of the shareholder by a person appointed by the offeror; and on
receipt of that instrument the company shall register the offeror as
the holder of those shares.

() If the shares to which the notice relates are transferable by
the delivery of warrants or other instruments the copy of the notice
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sent to the company under subsection (SXa) shall be accompanied
by a statement to that effect ; and the company shall on receipt of
the statement issue the offeror with warrants or other instruments
in respect of the shares and those already in issue in respect of the
shares shall become void.

(8) Where the consideration referred to in paragraph (b) of sub-
section (5) consists of shares or securities to be allotted by the offeror
the reference in that paragraph to the transfer of the consideration
shall be construed as a reference to the allotment of the shares o
securities to the company.

(9) Any sum received by a company under paragraph (b) of sub-
section (5) and any other consideration received under that paragraph
shall be held by the company on trust for the person eatitled to the
shares in respect of which the sum or other consideration was
received.

(10) Any sum received by a company under paragraph () of
subsection (5), and any dividend or other sum accruing from any
other consideration received by a company under that paragraph,
shall be paid into a separate bank account, being an account the
balance on which bears interest at an appropriate rate and can be
withdrawn by such notice (if any) as is appropriate.

(11) Where after reasonable enquiry made at such intervals as are
reasonable the person entitled to any consideration held on trust by
virtue of subsection (9) cannot be found and twelve years have
elapsed since the consideration was received or the company is
wound up the consideration (together with any interest, dividend or
other benefit that has accrued from it) shall be paid into court.

(12) In relation to a company registered in Scotland, subsections
(13) and (14) shall apply in place of subsection (11).

(13) Where after reasonable enquiry made at such intervals as
are reasonable the person entitled to any consideration held on
trust by virtue of subsection (9) cannot be found and twelve years
have elapsed since the consideration was received or the company
is wound up—

(a) the trust shall terminate ;

(b) the company or, as the case may be, the liquidator shall
sell any consideration other than cash and any benefit
otl(lier than cash that has accrued from the consideration ;
an

(¢) a sum representing—

(i) the consideration so far as it is cash ;
(ii) the proceeds of any sale under paragraph (b)
above ; and
(i) any interest, dividend or other benefit that has
accrued from the consideration,
shall be deposited in the name of the Accountant of Court
in a bank account such as is referred to in subsection (10)
and the receipt for the deposit shall be transmitted to the
Accountant of Court. :
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(14) Section 58 of the Bankruptcy (Scotland) Act 1985 (so far as  §cnm. 12
consistent with this Act) shall apply with any necessary modifications 1gg5 . ¢s.
to sums deposited under subsection (13) as that section applies to
sums deposited under section 57(1)(a) of that Act. o

(15) The expenses of any such enquiry as is mentioned in sub-
section (11) or (13) may be defrayed out of the money or other
property held on trust for the person or persons to whom the
enquiry relates.

430A.—(1) If a takeover offer relates to all the shares in a com- Right of
pany and at any time before the end of the period within which mminority

. shareholder to
the offer can be accepted— be bought out

(a) the offeror has by virtue of acceptances of the offer acquired by offeror.
or contracted to acquire some (but not all) of the shares to
which the offer relates ; and

(b) those shares, with or without any other shares in the com-
pany which he has acquired or contracted to acquire,
amount to not less than nine-tenths in value of all the
shares in the company,

the holder of any shares to which the offer relates who has not
accepted the offer may by a written communication addressed to the
offeror require him to acquire those shares.

(2) If a takeover offer relates to shares of any class or classes and
at any time before the end of the period within which the offer can
be accepted—

(a) the offeror has by virtue of acceptances of the offer acquired
or contracted to acquire some (but not all) of the shares of
any class to which the offer relates ; and

(b) those shares, with or without any other shares of that class
which he has acquired or contracted to acquire, amount to
not less than nine-tenths in value of all the shares of that
class,

the holder of any shares of that class who has not accepted the
offer may by a written communication addressed to the offeror
require him to acquire those shares.

(3) Within one month of the time specified in subsection (1) or,
as the case may be, subsection (2) the offeror shall give any share-
holder who has not accepted the offer notice in the prescribed
manner of the rights that are exercisable by him under that
subsection ; and if the notice is given before the end of the period
mentioned in that subsection it shall state that the offer is still open
for acceptance.

(4) A notice under subsection (3) may specify a period for the
exercise of the rights conferred by this section and in that event the
rights shall not be exercisable after the end of that period ; but no
such period shall end less than three months after the end of the
period within which the offer can be accepted.

(5) Subsection (3) does not apply if the offeror has given the share-
Ider a notice in respect of the shares in question under section 429.
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(6) If the offeror fails to comply with subsection (3) he and, if the
offeror is a company, every officer of the company who is in default
or to whose neglect the failure is attributable, shall be liable to a
fine and, for continued contravention, to a daily default fine.

(7) If an offeror other than a company is charged with an offence
for failing to comply with subsection (3) it is a defence for him to
prove that he took all reasonable steps for securing compliance with
that subsection.

430B.—(1) The following provisions shall, subject to section
430C, have effect where a shareholder exercises his rights in respect
of any shares under section 430A.

~ (2) The offeror shall be entitled and bound to acquire those
shares on the terms of the offer or on such other terms as may be

(3) Where the terms of an offer are such as to give the holder
of shares a choice of consideration the holder of the shares may
indicate his choice when requiring the offeror to acquire them and
the notice given to the holder under section 430A(3)—

(@) shall give particulars of the choice and of the rights con-
ferred by this subsection ; and
(b) may state which consideration specified in the offer is to be
taken as applying in default of his indicating a choice ;

and the terms of the offer mentioned in subsection (2) shall be
determined accordingly.

{(4) Subsection (3) applies whether or not any time-limit or other
conditions applicable to the choice under the terms of the offer can
still be complied with ; and if the consideration chosen by the holder
of the shares—

(@) is not cash and the offeror is no longer able to provide it ;
or
(b) was to have been provided by a third party who is no
longer bound or able to provide it,
the consideration shall be taken to consist of an amount of cash
payable by the offeror which at the date when the holder of the
shares requires the offeror to acquire them is equivalent to the
chosen consideration.

430C.—(1) Where a notice is given under section 429 to the
holder of any shares the court may, on an application made by him
within six weeks from the date on which the notice was given—
(@) order that the offeror shall not be entitled and bound to
‘ acquire the shares ; or
(b) specify terms of acquisition different from those of the offer.
(2) If an application to the court under subsection (1) is pending

at the end of the period mentioned in subsection (5) of section 430
that subsection shall not have effect until the application has been

disposed of.
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(3) Where the holder of any shares exercises his rights under
section 430A the court may, on an application made by him or
the offeror, order that the terms on which the offeror is entitled and
bound to acquire the shares shall be such as the court thinks fit.

(4) No order for costs or expenses shall be made against a share-
holder making an application under subsection (1) or (3) unless the
court considers—

(a) that the application was unnecessary, improper or vex-
atious ; or

(b) that there has been unreasonable delay in making the
application or unreasonable conduct on his part in conduct-
ing the proceedings on the application.

(5) Where a takeover offer has not been accepted to the extent
necessary for entitling the offeror to give notices under subsection
(1) or (2) of section 429 the court may, on the application of the
offeror, make an order authorising him to give notices under that
subsection if satisfied—

(a) that the offeror has after reasonable enquiry been unable
to trace one or more of the persons holding shares to
which the offer relates ;

(b) that the shares which the offeror has acquired or contracted
to acquire by virtue of acceptances of the offer, together
with the shares held by the person or persons mentioned
in paragraph (@), amount to not less than the minimum
specified in that subsection ; and

(c) that the consideration offered is fair and reasonable ;

but the court shall not make an order under this subsection unless
it considers that it is just and equitable to do so having regard, in
particular, to the number of shareholders who have been traced but
who have not accepted the offer.
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430D.—(1) A takeover offer may be made by two or more persons Joint offers.

jointly and in that event this Part of this Act has effect with the
following modifications.

(2) The conditions for the exercise of the rights conferred by sec-
tions 429 and 430A shall be satisfied by the joint offerors acquiring or
contracting to acquire the necessary shares jointly (as respects acqui-
sitions by virtue of acceptances of the offer) and either jointly or
separately (in other cases) ; and, subject to the following provisions,
the rights and obligations of thc offeror under those sections and
sections 430 and 430B shall be respectively joint rights and joint
and several obligations of the joint offerors.

(3) It shall be a sufficient compliance with any provision of those
sections requiring or authorising a notice or other document to be
given or sent by or to the joint offerors that it is given or sent by or
to any of them? but the statutory declaration required by section
429(4) shall be made by all of them and, in the case of a joint offeror
being a company, signed by a director of that company.

(4) In sections 428, 430(8) and 430E references to the offeror shall
be construed as references to the joint offerors or any of them.
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(5) In section 430.6) and (7) references to the offeror shall be
construed as references to the joint offerors or such of them as they
may determine.

(6) In sections 430(4)(a) and 430B(4)a) references to the offeror
being no longer able to provide the relevant consideration shall be
construed as refererces to none of the joint offerors being able to do
so.

(7) In section 430C references to the offeror shall be construed
as references to the joint offerors except that any application under
subsection (3) or (5) may be made by any of them and the reference
in subsection (5)a) to the offeror having been unable to trace one or
more of the persons holding shares shall be construed as a reference
to none of the offerors having been able to do so.

430E.—(1) The requirement in section 428(1) that a takeover offer
must extend to all the shares, or all the shares of any class or
classes, in a company shall be regarded as satisfied notwithstanding
that the offer does not extend to shares which associates of the
offeror hold or have contracted to acquire ; but, subject to subsection
(2), shares which any such associate holds or has contracted to
acquire, whether at the time when the offer is made or subsequently,
shall be disregarded for the purposes of any reference in this Part
of this Act to the shares to which a takeover offer relates.

(2) Where during the period within which a takeover offer can be
accepted any associate of the offeror acquires or contracts to acquire
any of the shares to which the offer relates, then, if the condition
specified in subsection (8)(a) or (b) of section 429 is satisfied as re-
spects those shares they shall be treated for the purposes of that
section as shares to which the offer relates.

(3) In section 430A(1Xb) and (2)(b) the reference to shares which
the offeror has acquired or contracted to acquire shall include a
reference to shares which any associate of his has acquired or con-
tracted to acquire.

(4) In this section “ associate ”, in relation to an offeror means—
(a) a nominee of the offeror ;

(b) a holding company, subsidiary or fellow subsidiary of the
offeror or a nominee of such a holding company, subsidiary
or fellow subsidiary ;

(¢) a body corporate in which the offeror is substantially
interested ; or .
(d) any person who is, or is a nominee of, a party to an agree-
ment with the offeror for the acquisition of, or of an
interest in, the shares which are the subject of the take-
over offer, being an agreement which includes provisions
imposing obligations or restrictions such as are mentioned
in section 204 (2Xa). ‘

(5) For the purposes of subsection (4)b) a company is a ‘.fclvlow
subsidiary of another body corporate if both are subsidiaries of the
same body corporate but neither is a subsidiary of the other.
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(6) For the purposes of subsection (4)(c) an offeror has a substantial ScH. 12
interest in a body corporate if—
(a) that body or its directors are accustomed to act in accordance
with his directions or instructions ; or

(b) he is entitled to exercise or control the exercise of one-third
or more of the voting power at general meetings of that
body.

(7) Subsections (5) and (6) of section 204 shall apply to subsection
(4Xd) above as they apply to that section and subsections (3) and (4)
of section 203 shall apply for the purposes of subsection (6) above
as they apply for the purposes of subsection (2)b) of that section.

(8) Where the offeror is an individual his associates shall also
include his spouse and any minor child or step-child of his.

430F.—(1) For the purposes of this Part of this Act securities of Convertible
a company shall be treated as shares in the company if they are securities.
convertible into or entitle the holder to subscribe for such shares ;
and references to the holder of shares or a shareholder shall be
construed accordingly.

(2) Subsection (1) shall not be construed as requiring any securi-
ties to be treated—

(a) as shares of the same class as those into which they are
convertible or for which the holder is entitled to subscribe ;
or

(b) as shares of the same class as other securities by reason only
that the shares into which they are convertible or for which
the holder is entitled to subscribe are of the same class.

SCHEDULE 13 Section 182.
DiscLoSURE oF INFORMATION

1. In section 133(2)(@) of the Fair Trading Act 1973 after the 1973 c. 41.
words “ the Telecommunications Act 1984 * there shall be inserted
the8 words “ or Chapter XIV of Part I of the Financial Services Act
1986 .

2. In section 41(1)(a) of the Restrictive Trade Practices Act 1976 1976 c, 34.
after the words “ the Telecommunications Act 1984  there shall be
inserted the words “or Chapter XIV of Part I of the Financial
Services Act 1986 . ,

3.—(1) In section 19 of the Banking Act 1979 after subsection 1979 ¢c. 37.
(2) there shall be inserted—

“(2A) Nothing in subsection (1) above prohibits the dis-
closure of information by the Bank to any person specified in
the first column of the following Table if the Bank considers—
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(a) that the disclosure would enable or assist the Bank
to discharge its functions under this Act; or

(b) that it would enable or assist that person to discharge
the functions specified in relation to him in the second

column of that Table.

TABLE

Person
The Secretary of State.

/
/

The Chief Registrar of friendly

cieties or the Registrar of

Friendly Societies for North-
ern Ireland.

A designated agency or trans-
feree body or the competent
authority (within the mean-
ing of the Financial Services
Act 1986).

A recognised self-regulating
organisation, recognised pro-
fessional body, recognised in-
vestment exchange, recog-
nised clearing house or re-
cognised self-regulating or-
ganisation for friendly
societies (within the mean-
ing of the Financial Ser-
vices Act 1986).

A person appointed or autho-
rised to exercise any powers
under section 94, 106 or 177
og élée Financial Services Act
1986.

The body administering a
scheme under section 54 of
or paragraph 18 of Schedule
11 to the Financial Services
Act 1986.

Functions

Functions under the Insurance
Companies Act 1982 or the
Financial Services Act 1986.

Functions under the Financial
Services Act 1986 or under
the enactments relating to
friendly societies.

Functions under the Financial
Services Act 1986.

Functions in its capacity as
an organisation, body, ex-
change or clearing house re-
cognised under the Financial
Services Act 1986.

Functions arising from his
appointment or authorisation
under that section.

Functions under the scheme.

(2B) Nothing in subsection (1) above prohibits the disclosure
by a person specified in the first column of the Table in sub-
section (2A) above of information obtained by him by virtue
of a disclosure authorised by that subsection if he makes the
disclosure with the consent of the Bank and for the purpose
of enabling or assisting himself to discharge any functions
specified in relation to him in the second column of that Table ;
and before deciding whether to give its consent to such a
disclosure by any person the Bank shall take account of any
representations made by him as to the desirability of or the
necessity for the disclosure.”.
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(2) For subsection (6) of that section there shall be substituted— Sch. 13

‘“ (6) Nothing in subsection (1) above prohibits the disclosure
of information by or with the consent of the Bank for the pur-
pose of enabling or assisting an authority in a country or terri-
tory outside the United Kingdom to exercise functions corres-
ponding to those of the Bank under this Act, or to those of the
Secretary of State under the Insurance Companies Act 1982 or
the Financial Services Act 1986 or to those of the competent
authority under the said Act of 1986 or any other functions
in connection with rules of law corresponding to the provisions
of the Company Securities (Insider Dealing) Act 1985 or Part
VII of the said Act of 1986.”.

4, In section 20(4) of that Act—

(a) for the words “in a country or territory outside the United
Kingdom ” there shall be substituted the words *“in a
member State other than the United Kingdom ”; and

(b) in paragraph (b) for the words “subsections (4) to (6)”
there shall be substituted the words * subsections (2A), (2B)
and (4) to (6) .

5. At the end of section 19(3) of the Competition Act 1980 there 1980 c. 21.
shall be inserted—

“ (h) Chapter XIV of Part I of the Financial Services Act 1986 .

6. For subsections (1) and (2) of section 47A of the Insurance 1982 c. 50.
Companies Act 1982 there shall be substituted—

“ (1) Subject to the following provisions of this section, no
information relating to the business or other affairs of any
person which has been obtained under section 44(2) to (4)
above shall be disclosed without the consent of the person
from whom the information was obtained and, if different, the
person to whom it relates.

(2) Subsection (1) above shall not preclude the disclosure of
information to any person who is a competent authority for
the purposes of section 449 of the Companies Act 1985. 1985 c. 6.

(2A) Subsection (1) above shall not preclude the disclosure
of information as mentioned in any of the paragraphs except
(m) of subsection (1) of section 180 of the Financial Services
Act 1986 or in subsection (3) or (4) of that section or as men-
tioned in section 449(1) of the Companies Act 1985.

(2B) Subsection (1) above shall not preclude the disclosure
of any such information as is mentioned in section 180(5) of
the Financial Services Act 1986 by any person who by virtue
of that section is not precluded by section 179 of that Act from
disclosing it.”

7. After subsection (1) of section 437 of the Companies Act 1985
there shall be inserted—

“(1A) Any persons who have been appointed under section
K
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Scu. 13 431 or 432 may at any time and, if the Secretary of State
directs them te do so, shall inform him of any matters coming
to their knowledge as a result of their investigations .” ;

and subsection (2) of section 433 of that Act shall be omitted,

8. In section 446 of that Act—

(a) in subsection (3) for the words “ to 436 » there shall be sub-
stituted the words “ to 437 > ; and

(b) subsection (5) shall be omitted.
9.—(1) In subsection (1) of section 449 of that Act—
(@) for paragraphs (@) and (b) there shall be substituted—

“(a) with a view to the institution of or otherwise
for the purposes of criminal proceedings ; ™.

(b) for paragraph (d) there shall be substituted—

“(d) for the purpose of enabling or assisting the
Secretary of State to exercise any of his functions under
this Act, the Insider Dealing Act, the Prevention of

1958 c. 45. Fraud (Investments) Act 1958, the Insurance Companies
1982 ¢, 50. Act 1982, the Insolvency Act 1986, the Company Direc-
1986 c. 45. tors Disqualification Act 1986 or the Financial Services
1986 c. 46. Act 1986.

(dd) for the purpose of enabling or assisting the De-
partment of Economic Development for Northern Ireland
to exercise any powers conferred on it by the enactments
relating to companies or insolvency or for the purpose
of enabling or assisting any inspector appointed by it
under the enactments relating to companies to discharge
his functions ™ ;

() after paragraph (e) there shall be inserted—

“(f) for the purpose of enabling or assisting the Bank
of England to discharge its functions under the Banking
Act 1979 or any other functions,

(g) for the purpose of enabling or assisting the Deposit
Protection Board to discharge its functions under that
Act,

(h) for any purpose mentioned in section 180(1)(5), (e),
(h), (n) or (p) of the Financial Services Act 1986,

() for the purpose of enabling or assisting the Indus-
trial Assurance Commissioner or the Industrial Assur-
ance Commissioner for Northern Ireland to discharge
his functions under the enactments relating to industrial
assyrance,

(/) for the purpose of enabling or assisting the Insur-

ance Brokers Registration Council to discharge its func-

1977 c. 46. tions under the Insurance Brokers (Registration) Act
1977,

(k) for the purpose of enabling or assisting an official
receiver to discharge his functions under the enactments
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relating to insolvency or for the purpose of enabling or  Scw. 13
assisting a body which is for the time being a recognised
professional body for the purposes of section 391 of the
Insolvency Act 1986 to discharge its functions as such,

(D) with a view to the institution of, or otherwise for
the purposes of, any disciplinary proceedings relating to
the exercise by a solicitor, auditor, accountant, valuer or
actuary of his professional duties,

(m) for the purpose of enabling or assisting an au-
thority in a country or territory outside the United King-
dom to exercise corresponding supervisory functions.”.

(2) After subsection (1) of that section there shall be inserted—

“(1A) In subsection (1) above °corresponding supervisory
functions * means functions corresponding to those of the Secre-
tary of State or the competent authority under the Financial
Services Act 1986 or to those of the Secretary of State under
the Insurance Companies Act 1982 or to those of the Bank of
England under the Banking Act 1979 or any other functions in
connection with rules of law corresponding to the provisions of
the Insider Dealing Act or Part VII of the Financial Services
Act 1986.

(1B) Subject to subsection (1C), subsection (1) shall not pre-
clude publication or disclosure for the purpose of enabling or
assisting any public or other authority for the time being desig-
nated for the purposes of this section by the Secretary of State by
an order in a statutory instrument to discharge any functions
which are specified in the order.

(1C) An order under subsection (1B) designating an authority
for the purpose of that subsection may—

(a) impose conditions subject to which the publication or
disclosure of any information or document is permitted
by that subsection ; and

(b) otherwise restrict the circumstances in which that sub-
section permits publication or disclosure.

(1D) Subsection (1) shall not preclude the publication or dis-
closure of any such information as is mentioned in section
180(5) of the Financial Services Act 1986 by any person who

by virtue of that section is not precluded by section 179 of that
Act from disclosing it.”

(3) For subsection (3) of that section (competent authorities) there
shall be substituted—

“(3) For the purposes of this section each of the following
is a competent authority—

(a) the Secretary of State,

(b) the Department of Economic Development for Northern
Ireland and any officer of that Department,

(¢) an inspector appointed under this Part by the Secretary
of State,

(d) the Treasury and any officer of the Treasury,
K2
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(e) the Bank of England and any officer or servant of the
Bank,

(f) the Lord Advocate,

() the Director of Public Prosecutions, and the Director
of Public Prosecutions for Northern Ireland,

(h) any designated agency or transferee body within the
meaning of the Financial Services Act 1986 and any
officer or servant of such an agency or body,

(i) any person appointed or authorised to exercise any
powers under section 94, 106 or 177 of the Financial
Services Act 1986 and any officer or servant of such
a person,

(/) the body administering a scheme under section 54 of
or paragraph 18 of Schedule 11 to that Act and any
officer or servant of such a body,

(k) the Chief Registrar of friendly societies and the Regis-
trar of Friendly Societies for Northern Ireland and
any officer or servant of either of them.

(D) the Industrial Assurance Commissioner and the Indus-
trial Assurance Commissioner for Northern Ireland
and any officer of either of them,

(m) any constable,

(n) any procurator fiscal.

(4) A statutory instrument containing an order under subsec-
tion (1B) is subject to annulment in pursuance of a resolution
of either House of Parliament.”.

10. After section 451 of that Act there shall be inserted—
“Disclosure  451A. The Secretary of State may, if he thinks fit, dis-

of . . . . .
information close any information obtained under this Part of this
by Secretary s

of State. (a) to any person who is a competent authority for

the purposes of section 449, or

(b) in any circumstances in which or for any purpose
for which that section does not preclude the
disclosure of the information to which it
applies.”

11. After Article 430(1) of the Companies (Northern Ireland)
Order 1986 there shall be inserted—

“(1A) Any persons who have been appointed under Article
424 or 425 may at any time and, if the Department directs them
to do so shall, inform it of any matters coming to their know-
ledge as a result of their investigation. ™ ;

and Article 426(2) of that Order shall be omitted.
12. In Article 439 of that Order—

(@) in paragraph (3) for the words “to 429" there shall be
substituted the words “ to 430 ” ; and

(b) paragraph (5) shall be omitted.
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13.—(1) In paragraph (1) of Article 442 of that Order—
(a) for sub-paragraphs (a) and (b) there shall be substituted—
“(a) with a view to the institution of or otherwise for the
purposes of criminal proceedings ; ” ;

(b) for sub-paragraph (d) there shall be substituted—

“(d) for the purpose of enabhng or assisting the Depart-
ment to exercise any of its functions under this Order,
the Insider Dealing Order or the Prevention of Fraud
(Investments) Act (Northern Ireland) 1940 ;

(dd) for the purpose of enabling or assisting the Secretary of
State to exercise any functions conferred on him by
the enactments relating to companies or insolvency,
the Prevention of Fraud (Investments) Act 1958, the
Insurance Companies Act 1982, or the Financial Ser-
vices Act 1986, or for the purpose of enabling or
assisting any inspector appointed by him under the
enactments relating to companies to discharge his
functions ” ;

‘ (c) after sub-paragraph (e) there shall be inserted—

“(f) for the purposes of enabling or assisting the Bank of
England to discharge its functions under the Banking
Act 1979 or any other functions ;

(g) for the purposes of enabling or assisting the Deposit
Protection Board to discharge its functions under that
Act ;

(h) for any purpose mentioned in section 180(1)b), (e),
(h), (n) or (p) of the Financial Services Act 1986 ;

() for the purpose of enabling or assisting the Industrial
Assurance Commissioner for Northern Ireland or the
Industrial Assurance Commissioner in Great Britain
to discharge his functions under the enactments re-
lating to industrial assurance ;

() for the purpose of enabling or assisting the Insurance
Brokers Registration Council to discharge its functions
under the Insurance Brokers (Registration) Act 1977 ;

(k) for the purpose of enabling or assisting the official
assignee to discharge his functions under the enact-
ments relating to companies or bankruptcy ;

() with a view to the institution of, or otherwise for the
purposes of, any disciplinary proceedings relating to
the exercise by a solicitor, auditor, accountant, valuer
or actuary of his professional duties ;

(m) for the purpose of enabling or assisting an authority
in a country or territory outside the United Kingdom
to exercise corresponding supervisory functions.”.

(2) After paragraph (1) of that Article there shall be inserted—

* (lA) In paragraph (1) “corresponding supervisory func-
tions ” means functions corresponding to those of the Secretary
of State or the competent authority under the Financial Services

K3
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Sch. 13 Act 1986 or to those of the Secretary of State under the Insur-
ance Companies Act 1982 or to those of the Bank of England
under the Banking Act 1979 or any other functions in connection
with rules of law corresponding to the provisions of the In-
sligseg Dealing Order or Part VII of the Financial Services Act

(1B) Subject to paragraph (1C), paragraph (1) shall not pre-
clude publication or disclosure for the purpose of enabling or
assisting any public or other authority for the time being desig-
nated for the purposes of this Article by an order made by the
Department to discharge any functions which are specified in
the order.

(1C) An order under paragraph (1B) designating an author-
ity for the purpose of that paragraph may—

(@) impose conditions subject to which the publication or
disclosure of any information or document is permitted
by that paragraph ; and

(b) otherwise restrict the circumstances in which that para-
graph permits publication or disclosure.

(1D) Paragraph (1) shall not preclude the publication or dis-
closure of any such information as is mentioned in section 180(5)
of the Financial Services Act 1986 by any person who by virtue
of that section is not precluded by section 179 of that Act from
disclosing it.”

(3) For paragraph (3) of that Article (competent authorities) there
shall be substituted—

“(3) For the purposes of this Article each of the following
is a competent authority—

(a) the Department and any officer of the Department,

(b) the Secretary of State,

{¢) an inspector appointed under this Part by the Depart-
ment,

(d) the Department of Finance and Personnel and any officer
of that Department ;

(e) the Treasury and any officer of the Treasury,

() the Bank of England and any officer or servant of the
Bank,

(g) the Lord Advocate,

(k) the Director of Public Prosecutions for Northern Ireland
and the Director of Public Prosecutions in England and
Wales,

(/) any designated agency or transferee body within the
meaning of the Financial Services Act 1986 and any
officer or servant of such an agency or body,

(j) any person appointed or authorised to exercise any
powers under section 94, 106 or 177 of the Financial
Services Act 1986 and any officer or servant of such a
persor,
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(k) the body administering a scheme under section 54 of
or paragraph 18 of Schedule 11 to that Act and any
officer or servant of such a body.

(D) the Registrar of Friendly Societies and the Chief Regis-
trar of friendly societies in Great Britain and any
officer or servant of either of them,

(m) the Industrial Assurance Commissioner for Northern
Ireland and the Industrial Assurance Cominissioner in
Great Britain and any officer of either of them,
(n) any constable,
(0) any procurator fiscal.
(4) An order under paragraph (1B) is subject to negative

resolution.”
14. After Article 444 of that order there shall be inserted—

“ Disclosure of information by Department
444A. The Department may, if it thinks fit, disclose any
information obtained under this Part—
(@) to any person who is a competent authority for the
purposes of Article 442, or
(b) in any circumstances in which or for any purpose for
which that Article does not preclude the disclosure of
the information to which it applies.”.

SCHEDULE 14
RESTRICTION OF REHABILITATION OF OFFENDERS AcT 1974

Part I
EXEMPTED PROCEEDINGS

1. Any proceedings with respect to a decision or proposed decision
of the Secretary of State or a designated agency—

(@) refusing, withdrawing or suspending an authorisation ;
(b) refusing an application under section 28(5) of this Act ;

(c) giving a direction under section 59 of this Act or refusing an
application for consent or for the variation of a consent
under that section ;

(d) exercising a power under Chapter VI of Part I of this Act
or refusing an application for the rescission or variation
of a prohibition or requirement imposed under that
Chapter ;

(e) refusing to make or revoking an order declaring a collective
investment scheme to be an authorised unit trust scheme
or a recognised scheme.

2. Any proceedings with respect to a decision or proposed decision
of a recognised self-regulating organisation—

(a@) refusing or suspending a person’s membership of the organ-
isation ;

K4
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ScH. 14 (b) expelling a member of the organisation ;

(c) exercising a power of the organisation for purposes corres-
ponding to those of Chapter VI of Part I of this Act.

3.—(1) Any proceedings with respect to a decision or proposed
decision of a recognised professional body—

(@) refusing or suspending a person’s membership of the body ;
(b) expelling a member of the body.

(2) Any proceedings with respect to a decision or proposed decision
of a recognised professional body or of any other body or person
having functions in respect of the enforcement of the recognised
professional body’s rules relating to the carrying on of investment
business—

(a) exercising a power for purposes corresponding to those of
Chapter VI of Part I of this Act;

(b) refusing, suspending or withdrawing a certificate issued for the
purposes of Part I of this Act.

4. Any proceedings with respect to a decision or proposed deci-
sion of the competent authority under Part IV of this Act refusing an
application for listing or to discontinue or suspend the listing of
any securities.

5. Any proceedings with respect to a decision or proposed decision
of the Chief Registrar of friendly societies, the Registrar of Friendly
Societies for Northern Ireland or a transferee body, exercising a
power exercisable by virtue of paragraph 23 of Schedule 11 to this
Act or refusing an application for the rescission or variation of a
prohibition or requirement imposed in the exercise of such a power.

6. Any proceedings with respect to a decision or proposed decision
of a recognised self-regulating organisation for friendly societies—
(a) refusing or suspending a society’s membership of the
organisation ;
(b) expelling a member of the organisation ;

(c) exercising a power of the organisation for purposes corres-
ponding to those for which powers are exercisable by the
Registrar by virtue of paragraph 23 of Schedule 11 to this
Act. :

Part 11
EXEMPTED QUESTIONS

Person putting question Individual to whom question
relates
1. The Secretary of State or a (a) An authorised person.

designated agency. (b)) An applicant for authorisa-
tion under section 26 of this
Act.
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Person putting question

2. A recognised self-regulating
organisation or recognised pro-
fessional body.

3. A
body.

recognised professional

4. A person (whether or not an
individual) described in para-
graph 1 (a), (b), (c) or (), para-
graph 2(a), (b) or (¢) or para-
graph 3(a), (b) or (c) above.

5. The competent authority or
any other person.

Individual to whom question
relates

(c) A person whose authorisation
is suspended.

(d) The operator or trustee of a
recognised scheme or a collec-
tive investment scheme in re-
spect of which a mnotice has
been given by the operator
under section 87(3) or an ap-
plication made under section
88 of this Act.

(¢) An individual who is an as-
sociate of a person (whether or
not an individual) described in
paragraph (@), (), (c) or (d)
above.

(@) A member of the organisa-
tion or body. -

(b) An applicant for membership
of the organisation or body.

(c) A person whose membership
of the organisation or body is
suspended.

(d) An individual who is an as-
sociate of a person (whether or
not an individual) described in
paragraph (a), (b) or (c) above.

(a) A person certified by the body.

(b) An applicant for certification
by the body.

(¢) A person whose certification
by the body is suspended.

(d) An individual who is an as-
sociate of a person (whether or
not an indjvidual) described in
paragraph (a), (b) or (c) above.

An individual who is or is seek-
ing to become an associate of
the person in column 1.

An individual from or in respect
of whom information is sought
in connection with an applica-
tion for listing under Part IV
of this Act.

c. 60
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Sch. 14 Person putting question Individual to whom question

6. The competent authority.

7. The Chief Registrar of friendly

societies, the Registrar of
Friendly Societies for Northern
Ireland or a transferee body.

8. A recognised self-regulating
organisation for friendly socie-
ties.

relates

An individual who is or is seek-
ing to become an associate of
the issuer of securities listed
under Part IV of this Act and
from or in respect of whom
information is sought which
the issuer of the securities is
required to furnish under list-
ing rules.

An individual who is an associ-
ate of a society which is auth-
orised under section 23 of this
Act.

An individual who is an associ-
ate of a member or an appli-
cant for membership of the
organisation or of a society
whose membership of the or-
ganisation is suspended.

Part 111
EXEMPTED ACTIONS

Person taking action

1. The Secretary of State, a desig-
nated agency, a recognised self-
regulating  organisation, a
recognised professional body,
any other body or person
mentioned in paragraph 3(2)
of Part 1 of this Schedule or
the competent authority.

2. A person (whether or not an
individual) described in para-
graph 1(a), (b), (c) or (d), para-
graph 2(a), (b) or (¢) or para-
graph 3(a), (b) or (c) of Part
II of this Schedule.

3. The issuer of securities listed
or subject to an application for
listing under Part IV of this
Act.

4. The Chief Registrar of friend-
ly- societies, the Registrar of
Friendly Societies for Northern
Ireland, a transferee body or a
recognised self-regulating org-
anisation for friendly societies.

Exempted action
Any such decision or proposed
decision as is mentioned in
Part I of this Schedule.

Dismissing or excluding an indi-
vidual from being or becoming
an associate of the person in
column 1.

Dismissing or excluding an indi-
vidual from being or becoming
an associate of the issuer.

Any such decision or proposed
decision as is mentioned in
Part I of this Schedule.



Financial Services Act 1986 c. 60 269

PArT IV . ScH. 14

SUPPLEMENTAL

I. In Part I of this Schedule “ proceedings” includes any pro-
ceedings within the meaning of section 4 of the Rehabilitation of 1974 ¢. 53.
Offenders Act 1974.

2. In Parts II and III of this Schedule—

(a) references to an applicant for authorisation, membership or
certification are references to an applicant who has not yet
been informed of the decision on his application ;

(b) references to an application for listing under Part IV of this
Act are references to an application the decision on which
has not yet been communicated to the applicant and which
is not taken by virtue of section 144(5) of this Act to have
been refused.

3. Paragraph 1(d) of Part II of this Schedule and so much of para-
graph 1(e) as relates to it—

(a) apply only if the question is put to elicit information for
the purpose of determining whether the operator or trustee

is a fit and proper person to act as operator or trustee of
the scheme in question ;

(b) apply in the case of a scheme in respect of which a notice
has been given under subsection (3) of section 87 only
until the end of the period within which the operator may
receive a notification from the Secretary of State under
that subsection or, if earlier, the receipt by him of such
a notification ;

(¢) apply in the case of a scheme in respect of which an appli-
cation has been made under section 88 only until the
applicant has been informed of the decision on the appli-
cation.

SCHEDULE 15 Section 211(3).
TRANSITIONAL PROVISIONS

Interim authorisation

1.—(1) If before such day as is appointed for the purposes of this
paragraph by an order made by the Secretary of State a person
has applied—

(a) for membership of any body which on that day is a recog-
nised self-regulating organisation ; or .
(b) for authorisation by the Secretary of State,

and the application has not been determined before the day on which
section 3 of this Act comes into force, that person shall, subject to
sub-paragraphs (2), (3) and (4) below, be treated until the deter-
mination of the application as if he had been granted an authorisa-
tion by the Secretary of State.
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(2) Sub-paragraph (1) above does not apply to a person who
immediately before the day on which section 3 of this Act comes
into force is prohibited by the Prevention of Fraud (Investments)
Act 1958 (in this Schedule referred to as “ the previous Act”) from
carrying on the business of dealing in securities—

(a) by reason of the refusal or revocation at any time before
that day of a licence under that Act; or

(b) by reason of the revocation at any time before that day of
an order declaring him to be an exempted dealer.

(3) If a person who has made any such application as is mentioned
in sub-paragraph (1) above has before the day on which section 3
of this Act comes into force been served with a notice under section
6 or 16(3) of the previous Act (proposed refusal or revocation of
licence or proposed revocation of exemption order) but the refusal
or revocation to which the notice relates has not taken place before
that day—

(a) the provisions of that Act with respect to the refusal or re-
vocation of a licence or the revocation of an order under
section 16 of that Act shall continue to apply to him until
the application mentioned in sub-paragraph (1) above is
determined ; and

(b) that sub-paragraph shall cease to apply to him if before the
determination of the application mentioned in that sub-
paragraph his application for a licence under that Act is
refused, his licence under that Act is revoked or the order
dedzlt{ﬁcgg him to be an exempted dealer under that Act is
revoked.

(4 Notwithstanding sub-paragraph (1) above section 102(1Xa) of
this Act shall not apply to a person entitled to carry on investment
business by virtue of that sub-paragraph but the Secretary of State
may make available for public inspection the information with respect
to the holders of principal’s licences mentioned in section 9 of the
previous Act, any information in his possession by virtue of section
15(3) or (4) of that Act and the information mentioned in section
16(4) of that Act.

(5) Notwithstanding subsection (2} of section 3 of the previous
Act a licence granted under that section before the day on which
section 3 of this Act comes into force shall, unless revoked under
section 6 of that Act, continue in force until that day.

Return of fees on pending applications

2. Any fee paid in respect of an application under section 3 of the
previous Act which is pending on the day on which that Act is
repealed shall be repaid to the applicant.

Deposits and undertakings
3. The repeal of section 4 of the previous Act shall not affect
the operation of that section in a case where—
(a) a sum deposited in accordance with that section has become
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payable as provided in subsection (2) of that section before
the date on which the repeal takes effect ; or

(b) a sum has become payable before that date in pursuance of
an undertaking given under subsection (4) of that section,

but, subject as aforesaid, any sum deposited under that section may
be withdrawn by the depositor on application to the Accountant
General of the Supreme Court and any undertaking given under that
section shall be discharged.

Interim recognition of professional bodies

4—(1) If on an application made under section 17 of this Act
it appears to the Secretary of State that any of the requirements of
section 18(3) of this Act or paragraphs 2 to 6 of Schedule 3 to this
Act are not satisfied he may in accordance with this paragraph make
a recognition order under section 18 of this Act (*“ an interim recog-
nition order ) notwithstanding that all or any of those requirements
are not satisfied.

(2) The Secretary of State may, subject to sub-paragraphs (3) and
(4) below, make an interim recognition order if he is satisfied—

(a) that the applicant proposes to adopt rules and practices
and to make arrangements which will satisfy such of the
requirements mentioned in sub-paragraph (1) above as are
not satisfied ;

(b) that it is not practicable for those rules, practices and
arrangements to be brought into effect before the date on
which section 3 of this Act comes into force but that they
will be brought into effect within a reasonable time there-
after ; and

(¢) that in the meantime the applicant will enforce its existing
rules in such a way, and issue such ‘guidance, as will in
respect of investment business of any kind carried on by
persons certified by it (or by virtue of paragraph 5§ below
treated as certified by it) afford to investors protection as
nearly as may be equivalent to that provided as respects
investinent business of that kind by the rules and regu-
lations under Chapter V of Part I of this Act.

(3) Where the requirements which are not satisfied consist of
or include those mentioned in paragraph 2 of Schedule 3 to this
Act an application for an interim recognition order shall be accom-
panied by—

(a) a list of the persons to whom the applicant proposes to issue
certificates for the purposes of Part I of this Act ; and

(b) particulars of the criteria adopted for determining the per-
sons included in the list ;

and the Secretary of State shall not make the order unless it appears
to him that those criteria conform as nearly as may be to the
conditions mentioned in that paragraph and that the applicant will,
until the requirements of that paragraph are satisfied, have arrange-
ments for securing that no person is certified by it (or by virtue of
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paragraph 5 below treated as certified by it) except in accordance with
those criteria and for the effective monitoring of continued com-
pliance by those persons with those criteria.

(4) Where the requirements which are not satisfied consist of or
include that mentioned in paragraph 6 of Schedule 3 to this Act, the
Secretary of State shall not make an interim recognition order unless
it appears to him that the applicant will, until that requirement is
satisfied, take such steps for complying with it as are reasonably
practicable.

(5) An application for an interim recognition order shall be
accompanied by a copy of the rules and by particulars of the prac-
tices and arrangements referred to in sub-paragraph (2)(a) above.

(6) An interim recognition order shall not be revocable but
shall cease to be in force at the end of such period as is specified
in it; and that period shall be such as will in the opinion of the
Secretary of State allow a reasonable time for the rules, practices
and arrangements mentioned in sub-paragraph (5) above to be brought
into effect.

(7) The Secretary of State may on the application of the body
to which an interim recogunition order relates extend the period
specified in it if that body satisfies him—

(a) that there are sufficient reasons why the rules, practices and
arrangements mentioned in sub-paragraph (5) above cannot
be brought into effect by the end of that period ; and

(b) that those rules, practices and arrangements, or other rules,
practices and arrangements which satisfy the requirements
mentioned in sub-paragraph (2)(@) above and of which
copies or particulars are furnished to the Secretary of
State, will be brought into effect within a reasonable time
thereafter ;

but not more than one application shall be made by a body under
this sub-paragraph.

(8) A recognition order under section 18 of this Act shall cease
to be an interim recognition order if before it ceases to be in force—

(a) the rules, practices and arrangements of which copies or par-
ticulars were furnished to the Secretary of State under sub-
paragraph (5) or (7)(b) above are brought into effect ; or

(b) the Secretary of State certifies that other rules, practices and
arrangements which have been brought into effect comply
with the requirements mentioned in sub-paragraph (1) above.

(9) In this paragraph references to the adoption of rules or the
making of arrangements include references to taking such other
steps as may be necessary for bringing them into effect.

Interim authorisation by recognised professional bodies
5~(1) If at the time when an interim recognition order is made
in respect of a professional body that body is unable to issue cer-
tificates for the purposes of this Act, any person who at that time is
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included in the list furnished by that body to the Secretary of State
in accordance with paragraph 4(3)(a) above shall be treated for the
purposes of this Act as a person certified by that body.

(2) If at any time while an interim recognition order is in force in
respect of a professional body and before the body is able to issue
certificates as mentioned in sub-paragraph (1) above the body noti-
fies the Secretary of State that a person not included in that list
satisfies the criteria of which particulars were furnished by the body
in accordance with paragraph 4(3)(b) above, that person shall, on
receipt of the notification by the Secretary of State, be treated for
the purposes of this Act as a person certified by that body.

(3) If at any time while an interim recognition order is in force in
respect of a professional body it appears to the body—

(a) that a person treated by virtue of sub-paragraph (1) or (2)
above as certified by it has ceased (after the expiration of
such transitional period, if any, as appears to the body to
be appropriate) to satisfy the criteria mentioned in sub-
paragraph (2) above ; or

(b) that any such person should for any other reason cease to
be treated as certified by it,

it shall forthwith give notice of that fact to the Secretary of State
and the person in question shall, on receipt of that notification by
the Secretary of State, cease to be treated as certified by that body.

(4) Where by virtue of this paragraph a partnership is treated as
certified by a recognised professional body section 15(3) of this Act
shall apply as it applies where a certificate has in fact been issued to

a partnership.

(5) Where by virtue of this paragraph any persons are treated as
certified by a recognised professional body the requirements of
paragraph 2 of Schedule 3 to this Act so far as relating to the
retention by a person of a certificate issued by that body and the re-
quirements of paragraph 4 of that Schedule shall apply to the body as
if the references to persons certified by it included references to per-
sons treated as certified.

Power of recognised professional body to make rules required by
this Act.

6.-—(1) Where a recognised professional body regulates the prac-
tice of a profession in the exercise of statutory powers the matters
in respect of which rules can be made in the exercise of those powers
shall, if they would not otherwise do so, include any matter in
respect of which rules are resquired to be made—

(a) so that the recognition order in respect of that body can
cease to be an interim recognition order ; or
(b) where the recognition order was not, or has ceased to be,
an interim recognition order, so that the body can continue
to be a recognised professional body.
(2) Rules made by virtue of this paragraph may in particular
make provision for the issue, withdrawal and suspension of certifi-
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cates for the purposes of this Act and the making of charges in
respect of their issue and may accordingly apply to persons who
are, or are to be, certified or treated as certified by the body in
question whether or not they are persons in relation to whom rules
could be made apart from this paragraph.

(3) Rules made by virtue of this paragraph may make different
provision for different cases.

(4) The Secretary of State may at the request of a recognised
professional body by order extend, modify or exclude any statutory
provision relating to the regulation of the conduct, practice, or dis-
cipline of members of that body to such extent as he thinks necessary
or expedient in consequence of the provisions of this paragraph ;
and any order made by virtue of this sub-paragraph shall be subject
to annulment in pursuance of a resolution of either House of Parlia-
ment.

Notice or commencement of business

7. In the case of a person who is carrying on investment business
in the United Kingdom on the day on which section 31 of this Act
comes into force, section 32 of this Act shall have effect as if it
required him to give the notice referred to in that section forthwith.

Advertisements

8.—(1) So long as Part IIT of the Companies Act 1985 remains
in force section 57 of this Act shall not apply—

(@) in relation to any distribution of a prospectus to which
section 56 of that Act applies or would apply if not ex-
cluded by subsection (5)(b) of that section or to which
section 72 of that Act applies or would apply if not ex-
cluded by subsection (6)(b) of that section or by section 76
of that Act, or in relation to any distribution of a document
relating to securities of a corporation incorporated in Great
Britain which is not a registered company, being a docu-
ment which—

(i) would, if the corporation were a registered com-
pany, be a prospectus to which section 56 of that Act
applies or would apply if not excluded as aforesaid, and

(ii) contains all the matters and is issued with the
consents which, by virtue of sections 72 to 75 of that
Act, it would have to contain and be issued with if the
corporation were a company incorporated outside Great
Britain and the document were a prospectus issued by
that company ;

(b) in relation to any issue of a form of application for shares
in, or debentures of, a corporation, together with—

(i) a prospectus which complies with the requirements
of section 56 of that Act or is not required to comply
with them because excluded by subsection (5Xb) of that
section, or complies with the requirements of Chapter II



Financial Services Act 1986 c. 60

of Part III of that Act relating to prospectuses and is
not issued in contravention of sections 74 and 75 of that
Act, or

(ii) in the case of a corporation incorporated in Great
Britain which is not a registered company, a document
containing all the matters and issued with the consents
mentioned in sub-paragraph (a)(ii) of this paragraph, or
in connection with a bona fide invitation to a person to
enter into an underwriting agreement with respect to the
shares or debentures.

(2) The provisions of this paragraph shall apply to Northern
Ireland with the substitution for the references to Part III and
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Chapter II of Part IIT of the Companies Act 1985 of references to 1985 c. 6.
Part IV and Chapter II of Part IV of the Companies (Northern S.I. 1986/1032
Ireland) Order 1986, for the references to sections 56, 56(5)(b), 72, (N.I 6)

72(6)(b), 74, 76 and 72 to 75 of the Companies Act 1985 of referen-
ces to Articles 66, 66(5)(b), 82, 82(6)(b), 84, 86 and 82 to 85 of the
Companies (Northern Ireland) Order 1986, for the references to a
corporation incorporated in Great Britain of references to a corpora-
tion incorporated in Northern Ireland and for the reference to a
company incorporated outside Great Britain of a reference to a
company incorporated outside the United Kingdom.

Authorised unit trust schemes

9.—(1) Where an order under section 17 of the previous Act
(authorisation of unit trust schemes) is in force in respect of a unit
trust scheme immediately before the coming into force of Chapter
VIII of Part I of this Act the scheme shall be treated as an author-
ised unit trust scheme under that Part and the order as an order
under section 78 of this Act.

(2) In relation to any such authorised unit trust scheme the
reference in section 79(1Xa) of this Act to the requirements for
the making of the order shall be construed as a reference to the
requirements for the making of an order under section 78, but
the scheme shall not be regarded as failing to comply with those
requirements by reason of the manager or trustee not being an
authorised person if he is treated as such a person by virtue of
paragraph 1 above.

(3) If before the day on which Chapter VIII of Part I comes into
force a notice in respect of a scheme has been served under sub-
section (2) of section 17 of the previous Act (proposed revocation of
authorisation of unit trust scheme) but the revocation has not taken
place before that day, the provisions of that subsection shall con-
tinue to apply in relation to the scheme and sub-paragraph (1)
above shall cease to apply to it if the authorisation is revoked under
that subsection.

Recognised collective investment schemes

10—(1) If at any time before the coming into force of section 86
of this Act it appears to the Secretary of State that the law of a
member State other than the United Kingdom confers rights on the



276

ScH.15

c. 60 Financial Services Act 1986

managers and trustees of authorised unit trust schomes entitling
them to carry on in that State on terms equivalent to those of that
section—
(@) investment business which consists in operating or acting
as trustee in relation to such schemes ; and
(b) any investment business which is carried on by them in
connection with or for the purposes of such schemes,

he may by order direct that schemes conmstituted in that State which
satisfy such requirements as are specified in the order shall be
recognised schemes for the purposes of this Act.

(2) Subsections (2) to (9) of section 86 of this Act shall have effect
in relation to any scheme recognised by virtue of this paragraph ;
and the references in section 24 and 207(1) of this Act to a scheme
recognised under section 86, and in section 76(1) of this Act to a
scheme recognised under Chapter VIII of Part I of this Act, shall
include references to any scheme recogaised by virtue of thig para-

graph.

(3) In section 86(3)(a) as applied by sub-paragraph (2) above the
reference to the rights conferred by any relevant Community instru-
ment shall be construed as a reference to the rights conferred by
virtue of an order made under this paragraph.

11.—(1) Subsection (7) of section 88 of this Act shall not apply to
a scheme which is in existence on the date om which this Act is
passed if—

(a) the units under the scheme are included in the Official List
of The Stock Exchange and have been g0 included through-
out the period of five years ending on the date on which
this paragraph comes into force ;

(b) the law of the country or territory im which the scheme is
established precludes the participants being entitled or the
operator. being required as mentiomed in that subsection ;
and

(c) throughout the period of five years ending om the date on
which the application is made under that section, units
under the scheme have in fact been regularly redeemed as
mentioned in that subsection or the operator has in fact
regularly ensured that participants were able to sell their
units as there mentioned.

(2) The grounds for revoking an order made uader section 88 of
this Act by virtue of this paragraph shall include the ground that it
appears to the Secretary of State that since the making of the order
units under the scheme have ceased to be regularly redeemed or the
operator has ceased regularly to ensurc their sale as mentioned in
sub-paragraph (1)c) above.

Delegation orders
12 —(1) A delegation order may trassfer a fusction notwithstand-
ing that the provision conferring it has mot yet come into force
but no such function shall be exercisable by virtue of the order
until the coming into force of that provision.
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(2) Sub-paragraph (1) above applies also to a transfer order under
paragraph 28(1) of Schedule 11 to this Act.

Disclosure of information

13. In determining for the purposes of section 180(6) of this Act
and the enactments amended by paragraphs 3(2), 9(2) and 13(2) of
Schedule 13 to this Act whether the functions of an authority in a
country or territory outside the United Kingdom correspond to
functions conferred by any of the provisions of this Act regard shall
be h?d to those provisions whether or not they have already come
into force.

Temporary exemptions for friendly societies

14—(1) A registered friendly society which transacts no invest-
ment business after the date on which section 3 of this Act comes
into force except for the purpose of making or carrying out relevant
existing members’ contracts shall be treated for the purposes of
that section as if it were an exempted person under Chapter IV of
Part I of this Act.

(2) Subject to sub-paragraph (3) below, for the purposes of this
paragraph “ relevant existing members’ contracts ”, in relation to any
society, means—

(a) contracts made by the society before that date ; and

(b) in the case of a small income society—

(i) during the period of three years beginning with
that date, tax exempt investment agreements made by it
with persons who were members of the society before
that date ; and

(i) after the expiry of that period, tax exempt in-
vestment agreements made by it with such persons before
the expiry of that period.

(3) Paragraph (b) of sub-paragraph (2) above shall not apply to
a registered friendly society after the expiry of the period of two
years beginning with that date unless before the expiry of that period
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it has by special resolution (within the meaning of the Friendly 1974 ¢, 46,
Societies Act 1974 or, as the case may be, the Friendly Societies Act 1970 c. 31 (N.L).

(Northern Ireland) 1970) determined—

(@) to transact no further investment business except for the
purpose of carrying out contracts entered into before the
expiry of the said period of three years ; or

(b) to take such action as is necessary to procure the transfer
of its engagements to another such society or a company
or the amalgamation of the society with another such
society under section 82 of the said Act of 1974 or, as the
case may be, section 70 of the said Act of 1970,

and a copy of that resolution has been registered in accordance
with section 86 of the said Act of 1974 or, as the case may be,
section 75 of the said Act of 1970.
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(4) For the purpose of sub-paragraph (2) above a society is a
small income society if its income in 1985 from members’ contribu-
tions did not exceed £50,000.

(5) For the purposes of sub-paragraph (2) above an investment
agreement is a tax exempt investment agreement if the society by
which it is made may obtain exemption from income and corpora-
tion tax on the profits from it under section 332 of the Income and
Corporation Taxes Act 1970.

(6) A society to which sub-paragraph (1) or (2) above applies shall
not be an authorised person for the purposes of this Act nor a
regulated friendly society for the purposes of the provisious of
Schedule 11 to this Act.

Dealings in course of non-investment business

15. If before the day on which section 3 of this Act comes into
force a person has applied for permission under paragraph 23 of
Schedule 1 to this Act and the application has not been determined
before that day, that person shall, until the determination of the
application and subject to his complying with such requirements as
the Secretary of State may impose, be treated as if he had been
granted a permission under that paragraph.

Northern Ireland

16. The foregoing provisions shall apply to Northern Ireland with
the substitution for references to the previous Act or any provision of
that Act of references to the Prevention of Fraud (Investments) Act
(Northern Ireland) 1940 and the corresponding provision of that
Act.

SCHEDULE 16
CONSEQUENTIAL AMENDMENTS

1. In section 22 of the Charities Act 1960—
(@) subsection (10) shall be omitted ; and

{b) in subsection (11) for the words “Subsections (9) and (10)”
there shall be substituted the words “Subsection (9)”.

2. In the Trustee Investments Act 1961—

(a) in section 11(3) for the words “the Prevention of Fraud
(Investments) Act 1958 or the Prevention of Fraud (Invest-
ments) Act (Northern Ireland) 1940” there shall be substitu-
ted the words “the Financial Services Act 1986”";

(b) for paragraph 3 of Part III of Schedule 1 there shall be
substituted—

“3, In any units of an authorised unit trust scheme

within the meaning of the Financial Services Act 1986”;

(¢) in paragraph 2(a) of Part IV of Schedule 1 for the words
from ““a recognised stock exchange’ onwards there shall
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within the meaning of the Financial Services Act 1986 ” ;

(d) in the definition of “ securities ” in paragraph 4 of Part IV
of that Schedule after the word * debentures ” there shall be
inserted the words ‘* units within paragraph 3 of Part III of
this Schedule .

3. In section 32 of the Clergy Pensions Measure 1961 No. 3—
(a) for paragraph (¢) of subsection (1) there shall be substituted—
“(¢) in any units in any authorised unit trust scheme

or a recognised scheme within the meaning of the Finan-
cial Services Act 1986”"; and

(b) in subsection (5)(a) for the words from *‘a recognised stock
exchange” onwards there shall be substituted the words “a
recognised investment exchange within the meaning of the
Financial Services Act 1986.”.

4. In the Stock Transfer Act 1963— 1963 c. 18.

(a) for paragraph (e) of section 1(4) there shall be substituted—
“(e) units of an authorised unit trust scheme or a
recognised scheme within the meaning of the Financial
Services Act 1986”"; and

(b) in the definition of * securities ” in section 4(1) for the words
from “unit trust scheme” to “scheme” there shall be substi-
tuted the words “collective investment scheme within the
meaning of the Financial Services Act 1986”.

5. In the Stock Transfer Act (Northern Ireland) 1963— 1963 ¢. 24
(a) for paragraph (e) of section 1(4) there shall be substituted— (N.L).
“(e) units of an authorised unit trust scheme or a

recognised scheme within the meaning of the Financial
Services Act 1986”; and

(b) in the definition of “securities” in section 4(1) for the words
from ‘‘unit trust scheme™ to ‘“‘scheme” there shall be substi-
tuted the words “collective investment scheme within the
meaning of the Financial Services Act 1986”.

6. In section 25 of the Charities Act (Northern Ireland) 1964— %1%6«11 )c 33.

(a) subsection (16) shall be omitted ; and

(b) in subsection (17) for the words “ Subsections (15) and (16) ”
there shall be substituted the words ‘Subsection (15)”.

7. In the Local Authorities’ Mutual Investment Trust Act 1968— 1968 c. 25.

(@) in section 1(2) for the words “recognised stock exchange
within the meaning of the Prevention of Fraud (Investments)
Act 1958 ” there shall be substituted the words “ recognised
investment exchange within the meaning of the Financial
Services Act 1986” ; and

(b) in the definition of “unit trust scheme ” in section 2 for
the words “ Prevention of Fraud (Investments) Act 1958 »
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there shall be substituted the words “ Financial Services
Act 1986 .

8. In the Local Government Act 1972—

(a) in section 98(1) for the words from *and ” onwards there
shall be substituted the words ““ means—

(@) investments falling within any of paragraphs 1 to
6 of Schedule 1 to the Financial Services Act 1986 or, so
far as relevant to any of those paragraphs, paragraph 11
of that Schedule ; or

(b) rights (whether actual or contingent) in-respect of
money lent to, or deposited with, any society registered
under the Industrial and Provident Societies Act 1965
or any building society within the meaning of the Build-
ing Societies Act 1986.” ; and

(¥ for the definition of *securities” in section 146(2) there
shall be substituted—

“ ¢ securities ” has the meaning given in section 98(1) above ”.

9. For subsection (1) of section 42 of the Local Government (Scot-
land) Act 1973 there shall be substituted—

“(1) In sections 39 and 41 of this Act * securities ” means—

(@) investments falling within any of paragraphs 1 to 6 of
Schedule 1 to the Financial Services Act 1986 or, so
far as relevant to any of those paragraphs, paragraph
11 of that Schedule ; or

(b) rights (whether actual or contingent) in respect of
money lent to, or deposited with, any society regis-
tered under the Industrial and Provident Societies Act
1965 or any building society within the meaning of
the Building Societies Act 1986.”

10. For paragraph 20 of Schedule 1 to the Industry Act 1975
there shall be substituted—

¢ 20. Section 57 of the Financial Services Act 1986 (restric-
tions on advertising) shall not apply to any investment advertise-
ment within the meaning of that section which the Board issue
or cause to be issued in the discharge of their functions.”

11. For paragraph 20 of Schedule 1 to the Scottish Development
Agency Act 1975 there shall be substituted—

20. Section 57 of the Financial Services Act 1986 (restric-
tions on advertising) shall not apply to any investment adver-
tisement within the meaning of that section which the Agency
issue or cause to be issued in the discharge of their functions.”

12. For paragraph 21 of Schedule 1 to the Welsh Development
Agency Act 1975 there shall be substituted—

21, Section 57 of the Financial Services Act 1986 (restric-
tions on advertising) shall not apply to any investment advertise-
ment within the meaning of that section which the Agency
issue or cause to be issued in the digscharge of their functions.”.
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13. In section 3(5) of the Aircraft and Shipbuilding Industries Act  Sch. 16

1977 the words “ Sections 428 to 430 of the Companies Act 1985 1977¢. 3.

and ” shall be omitted and for the words * those sections” there
shall be substituted the words “ that section ™.

14. In paragraph 10(1)c) of Part I of Schedule 10 to the Finance 1980 c. 48.

Act 1980 for the words * sections 428 to 430 ” there shall be sub-
stituted the words “ sections 428 to 430F .

15. For the definition of *securities” in section 3(6) of the 1981 c. 28.

Licensing (Alcohol Education and Research) Act 1981 there shall
be substituted—

“ “ securities ” means any investments falling within any of
paragraphs 1 to 6 of Schedule 1 to the Financial Services Act
1986 or, so far as relevant to any of those paragraphs, para-
graph 11 of that Schedule .

16. In section 97 of the Companies Act 1985—

(a) in subsection (1) after the word * conditions ” there shall
be inserted the words “ and any conditions which apply in
respect of any such payment by virtue of rules made under
section 169(2) of the Financial Services Act 1986 ” ; and

(b) in subsection (2)a) for the words from * 10 per cent. ” on-
wards there shall be substituted the words—

“(i) any limit imposed on it by those rules or, if none
is so imposed, 10 per cent, of the price at which the
shares are issued ; or

(ii) the amount or rate authorised by the articles,
whichever is the less ™.

17. In section 163 of the Companies Act 1985—

(a) for the words “a recognised stock exchange ” in each place
where they occur there shall be substituted the words “a
recognised investment exchange ” ;

(b) for the words “ that stock exchange ” in subsection (1) there
shall be substituted the words  that investment exchange »;

(c) in subsection (2) in paragraph (@) for the words “ on that
stock exchange > there shall be substituted the words
“under Part IV of the Financial Services Act 1986 and
in paragraph (b) for the words “ that stock exchange ” in
both places where they occur there shall be substituted the
words “ that investment exchange ” ;

(d) after subsection (3) of that section there shall be inserted—

“(4) In this section “recognised investment ex-
change ” means a recognised investment exchange other
than an overseas investment exchange within the meaning
of the Financial Services Act 1986.”

18. In section 209(1)c) of the Companies Act 1985 for the words
“ the Prevention of Fraud (Investments) Act 1958 ” there shall be
substituted the words “ the Financial Services Act 1986 .
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Sch. 16 19. In section 265(4)Xa) of the Companies Act 1985 for the words
1985 ¢. 6. “recognised stock exchange ” there shall be substituted the words
“ recognised investment exchange other than an overseas investment

exchange within the meaning of the Financial Services Act 1986 ™.

20. In section 329(1) of the Companies Act 1985 for the words

“ recognised stock exchange , “that stock exchange” and “ the
stock exchange > there shall be substituted respectively the words
“ recognised investment exchange other than an overseas investment
exchange within the meaning of the Financial Services Act 1986 ”,
“ that investment exchange ” and ‘ the investment exchange .

21. For paragraphs (a) to (c) of section 446(4) of the Companies
Act 1985 there shall be substituted—
‘“(a) to any individual who is an authorised person within the
meaning of the Financial Services Act 1986 ;

(b) to any individual who holds a permission granted under
paragraph 23 of Schedule 1 to that Act ;

(c) to any officer (whether past or present) of a body corporate
which is such an authorised person or holds such a per-
mission ;

(a) to any partner (whether past or present) in a partnership
which is such an authorised person or holds such a per-
mission ;

(e) to any member of the governing body or officer (in either
case whether past or present) of an unincorporated associa-
tion which is such an authorised person or holds such a
permission .

22. At the end of sections 716(2) and 717(1) of the Companies
Act 1985 there shall be inserted the words—
“and in this subsection ‘ recognised stock exchange ’ means
The Stock Exchange and any other stock exchange which is
declared to be a recognised stock exchange for the purposes of
this section by an order in a statutory instrument made by the
Secretary of State which is for the time being in force ; .

23. In Schedule 4 to the Companies Act 1985—

(a) in paragraph 45 for the words “ recognised stock exchange
there shall be substituted the words * recognised investment
exchange other than an overseas investment exchange within
the meaning of the Financial Services Act 1986 > ; and

(b) in paragraph 84 for the words from “ on a recognised stock
exchange ” onwards there shall be substituted the words
‘“on a recognised investment exchange other than an over-

" seas investment exchange within the meaning of the Finan-
cial Services Act 1986 or on any stock exchange of repute
outside Great Britain .

24. In Schedule 9 to the Companies Act 1985 in paragraphs 10(3)
and 33 for the words “ recognised stock exchange ™ there shall be
substituted the words “recognised investment exchange other than
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an overseas investment exchange within the meaning of the Financial  Scm. 16
Services Act 1986 ™.

25. In paragraph 11 of Schedule 13 to the Companies Act 1985 1985 c. 6.
for paragraph (a) there shall be substituted—
(a) any unit trust scheme which is an authorised unit trust
scheme within the meaning of the Financial Services Act
1986 .

26. In Schedule 22 to the Companies Act 1985, in the second
column of the entry relating to section 185(4) for the words * stock
exchange ” there shall be substituted the words “ clearing house or .

27. In Schedule 24 to the Companies Act 1985—

(a) in the second column of the entry relating to section 329(3)
for the words “ stock exchange ” there shall be substituted
the words “ investment exchange ” ; and

(b) after the entry relating to section 427(5) there shall be
inserted—

““ 429(6) Offeror failing to send 1..On indictment, 2 years or a fine; or
copy of notice or both.

. making statutory de- 2. Summary. 6 months or the Onefiftieth of
claratxon knowing it statutory maxi- the statutory
be false, etc. . mum; or both. maximum,
430A(6) Oﬂ‘eror fanhng to give 1. On indictment. A fine. One fiftieth of
notice of rights to 2, Summary. The statutory maxi- the statutory
minority shareholder. mum, maximum,”

19%8. In section 16 of the Company Securities (Insider Dealing) Act 1985 c. 8.
5—
(a) in subsection (1) for the definition of * recognised stock
exchange ” there shall be substituted— '
““recognised stock exchange’ means The Stock Ex-
change and any other investment exchange which is
declared by an order of the Secretary of State for the
time being in force to be a recognised stock exchange for
the purposes of this Act;”; and
(b) after that subsection there shall be inserted—
“(1A) The power to make an order under subsection
(1) above shall be exercisable by statutory instrument.” ;
(¢) in subsection (2) for the word “15” there shall be sub-
stituted the word “ 14 ",

29. For paragraph (c) of section 10(1) of the Bankruptcy (Scotland) 1985 c. 66.
Act 1985 there shall be substituted—
“(c) a petition is before a court for the winding up of the
debtor under Part IV or V of the Insolvency Act 1986 or
section 72 of the Financial Services Act 1986 ;.

30. In section 101 of the Building Societies Act 1986— 1986 c. 53.

(a) for paragraph (1)a) there shall be substituted—

“ (@) offer for sale or invite subscription for any shares
in or debentures of the company or allot or agree to
allot any such shares or debentures with a view to their
being offered for sale ;”:
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Scu. 16 (b) in subsection (1) after the words * the effect of the
offer ” there shall be inserted the words “ the invitation ” ;
and

(c) in subsection (2) for the words “ the public ” there
shall be substituted the words *, invite subscription for,”.

S.I 1986/1032 31. In Article 107 of the Companies (Northern Ireland) Order
(N.I. 6) 1986—

(@) in paragraph (1) after the word “ conditions ” there shall
be inserted the words “ and any conditions which apply in
respect of any such payment by virtue of rules made under
section 169(2) of the Financial Services Act 1986 ”

(b) in sub-paragraph (2)(a) for the words from “ 10 per cent.”
onwards there shall be substituted the words—
“(i) any limit imposed on it by those rules or, if none
is so imposed, 10 per cent. of the price at which the
shares are issued ; or

(i) the amount or rate authorised by the articles,
whichever is the less ™.

32. In Article 173 of the Companies (Northern Ireland) Order
1986—
(a) for the words “a recognised stock exchange ”, in each place
where they occur, there shall be substituted the words “a
recognised investment exchange ”;

(b) for the words “ that stock exchange  in paragraph (1) there
shall be substituted the words “ that investment exchange ;

(¢) in paragraph (2), in sub-paragraph (@) for the words “on
that stock exchange ” there shall be substituted the words
“under Part IV of the Financial Services Act 1986 and
in sub-paragraph (b) for the words “ that stock exchange ”
in both places where they occur there shall be substituted
the words “ that investment exchange *;

(d) after paragraph (3) there shall be inserted—

“(4) In this Article “ recognised investment exchange ”
means a recognised investment exchange other than an
overseas investment exchange within the meaning of the
Financial Services Act 1986.”

33. In Article 217(1) (b) of the Companies (Northern Ireland)
Order 1986 for the words “the Prevention of Fraud (Investments)
Act (Northern Ireland) 1940 or of the Prevention of Fraud (Invest-
ments) Act 1958 ” there shall be substituted the words “ the Finan-
cial Services Act 1986 ™.

34. In Article 273(4)(a) of the Companies (Northern Ireland) Order
1986 for the words “recognised stock exchange” there shall be
substituted the words “ recognised investment exchange other than
an overseas investment exchange within the meaning of the Financial
Services Act 1986 .

35. In Article 337(1) of the Companies (Northern Ireland) Order
1986 for the words “recognised stock exchange ”, “that stock
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exchange ” and “the stock exchange” there shall be substituted Scmu. 16
respectively the words “recognised investment exchange”, “that
investment exchange ” and “the investment exchange .

36. For sub-paragraphs (a) to (c) of Article 439(4) of the Com- &l 198611032
pames (Northern Ireland) Order 1986 there shall be substituted—

“(a) to any individual who is an authorised person within the
meaning of the Financial Services Act 1986 ;

(b) to any individual who holds a permission granted under
paragraph 23 of Schedule 1 to that Act ;

(c) to an officer (Whether past or present) of a body corporate
which is such an authorised person or holds such a per-
mission ;

(d) to any partner (whether past or present) in a partnership
which is such an authorised person or holds such a per-
mission ;

(e) to any member of the governing body or officer (in either
case whether past or present) of an unincorporated associa-
tion which is such an authorised person or holds such a
permission .

37. At the end of Article 665(2) and 666(1) of the Companies
(Northern Ireland) Order 1986 there shall be inserted the words—

“and in this paragraph °recognised stock exchange’ means
The Stock Exchange and any other stock exchange which
is declared by an order of the Department for the time
being in force to be a recognised stock exchange for the
purposes of this Article ; .

38. In Schedule 4 to the Companies (Northern Ireland) Order
1986—

(a) in paragraph 45 for the words “ recognised stock exchange ”
there shall be substituted the words “ recognised investment
exchange other than an overseas investment exchange with-
in the meaning of the Financial Services Act 1986

(b) in paragraph 83 for the words from “on a recognised stock
exchange ¥ onwards there shall be substituted the words
“on a recognised investment exchange other than an over-
seas investment exchange within the meaning of the
Financial Services Act 1986 or on any stock exchange of
repute outside Northern Ireland ”.

39. In Schedule 9 to the Companies (Northern Ireland) Order
1986, in paragraph 10(3) and 33 for the words “ recognised stock
exchange ™ there shall be substituted the words “ recognised invest-
ment exchange other than an overseas investment exchange within
the meaning of the Financial Services Act 1986. "

40. In paragraph 11 of Schedule 13 to the Companies (Northern
Ireland) Order 1986 for paragraph (a) there shall be substituted—

(a) any unit trust scheme which is an authorised umit trust



286

ScH. 16

c. 60 Financial Services Act 1986

scheme within the meaning of the Financial Services Act
1986 .

41. In Schedule 21 to the Companies (Northern Ireland) Order
1986 in the second column of the entry relating to Article 195(4)
for the words ‘“stock exchange” there shall be substituted the
words “ clearing house or .

42, In Schedule 23 to the Companies (Northern Ireland) Order
1986 in the second column of the entry relating to Article 337(3)
for the words “ stock exchange ” there shall be substltuted the
words “ investment exchange .

43. In Article 2(1) of the Company Securities (Insider Dealing)
(Northern Ireland) Order 1986, for the definition of *recognised
stock exchange » there shall be substituted—

“*recognised stock exchange’ means The Stock Exchange and
any other investment exchange which is declared by an
order of the Department for the time being in force to be a
recognised stock exchange for the purposes of this Order ; ”.
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SCHEDULE 17

REPEALS AND REVOCATIONS

PART 1
ENACTMENTS
Chapter Short title Extent of repeal
4 & 5 Geo. 6. | The Prevention of Fraud | The whole Act.
c. 9 (N.L). (Investments) Act
(Northern Ireland) 1940.
6 & 7 Eliz. 2. | The Prevention of Fraud | The whole Act.
c. 45. (Investments) Act 1958.
8&9 Eliz.2c. 58.] The Charities Act 1960. Section 22(10).
10 & 11 Eliz. 2. | The South Africa Act | In Schedule 4, the entry relating
c. 23, 1962. to the Prevention of Fraud
(Investments) Act 1958.
1964 c. 33 The Charities Act (North- | Section 25(16).
(N.L). ern Ireland) 1964.
1965 c. 2. The Administration of | Section 14(1)(e) and (5)(e).
Justice Act 1965. In Schedule 1, the entry relating
. to the Prevention of Fraud
(Investments) Act 1958.
1971 c. 62. The Tribunals and In- { InPartIofSchedule 1, theentry
quiries Act 1971. relating to the tribunal con-
stituted under section 6 of the
Prevention of Fraud (Invest-
ments) Act 1958,
1972 ¢. 71. The Criminal Justice Act | In Schedule 5, the entry relating
1972, to the Prevention of Fraud
(Investments) Act 1958.
1975 c. 24. The House of Commons | In Part II of Schedule 1 the
Disqualification Act | words ‘“ The Tribunal estab-
1975. lished under the Prevention of
Fraud (Investments) Act 1958.
1975 c. 68. The Industry Act 1975. In Schedule 1, paragraph 19.
1975 c. 69. The Scottish Develop- | In Schedule 1, paragraph 19.
ment Agency Act 1975.
1975 ¢. 70. The Welsh Development | In Schedule 1, paragraph 22.
Agency Act 1975.
1976 c. 47. The Stock Exchange | Section 7(2).
(Completion of Bar-
gains) Act 1976.
1877 ¢. 3. The Aircraft and Ship- | In section 3(5), the words
building Industries Act | * Sections 428 to 430 of the
1977. Companies Act 1985 and ».
1978 c. 23. The Judicature (Northern | Section 84(3)(c).
Ireland) Act 1978.
1979 ¢. 37. The Banking Act 1979. Section 20(1) to (3).
' In Schedule 1, paragraph 9.
In Schedule 6, paragraphs 4
and 5.
1982 ¢. 50. The Insurance Companies | Section 73.
Act 1982, Section 79.
1982 c. 53. The Administration of | Section 42(8).
Justice Act 1982.
1984 c. 2. The Restrictive Trade | The whole Act.

Practices (Stock Ex-
chanes A ~+ 1084
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Section 212(3).
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Chapter

Short title

Extent of repeal

1985 ¢c. 6.

1985 c. 8.

1985 ¢. 9.

1986 c. 31.

1986 c. 44.
1986 c. 60.

The Companies Act 1985.

The Company Securities
(Insider Dealing) Act
1985.

The Companies Consoli-
dation (Consequential
Provisions) Act 1985.

The Airports Act 1986.

The Gas Act 1986.

The Financial Services
Act 1986.

Part I11.

Sections 81 to 83.

In section 84(1) the words from
““ This ”’ onwards.

In section 85(1) the words *“ 83
or”,

Sections 86 and 87.

In section 97, subsection (2)(b)
together with the word ‘“‘and”
immediately preceding it and
subsections (3) and (4).

Section 433(2).

Section 446(5) and (6).

In section 449(1)(d), the words
“ the Prevention of Fraud (In-
vestments) Act 1958 .

In section 693, paragraph (a)
and in paragraph (d) the
words ‘““in every such pro-
spectus as above-mentioned
and 7.

Section 709(2) and (3).

In section 744, the definitions of
““ recognised stock exchange ”
and “ prospectus issued gen-
erally ™.

Schedule 3.

In Schedule 22, the entries
relating to Parts II1 and IV.
In Schedule 24, the entries
relating to sections 56(4), 61,
64(5), 70(1), 78(1), 81(2),
82(5), 86(6), 87(4) and 97(4).
In section 3(1), the word “ or ™
immediately preceding para-

graph (c).

In section 13, in subsection (1),
the words from ‘ and refer-
ences” onwards and sub-
section (2).

Section 15.

Section 7.

In Schedule 2, the entries re-
lating to the Prevention of
Fraud (Investments) Act 1958,
paragraph 19 of Schedule 1 to
the Scottish Development
Agency Act 1975, paragraph
22 of Schedule 1 to the Welsh
Development Agency Act
1975, the Stock Exchange
(Completion of Bargains) Act
1976, section 3(5) of the
Aircraft and Shipbuilding In-
dustries Act 1977 and section
20 of the Banking Act 1979.

Section 10.

Section 58.

Section 195.
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Paar I
DsTauNMENTS
Number Title Extent of revocation
S.I. 1977/1254 | The Stock Exchange | Article 2(2).
(6 N.I. 21). (Completion of Bar-
gains (Northern Ireland)
Order 1977.
S.I. 1986/1032 | The Companies (Northern In Artlcle 2(1), the definitions of
(N.IL. 6). Ireland) Order 1986. “ prospectus issued generally”

S.I. 1986/1035
(NI 9).

S.I. 1984/716.

The Companies (Conse-
quential Provisions)
(Northern Ireland Order
1986.

The Stock Exchange (List-
ing) Regulations 1984.

and “ recogmsed stock ex-
change .

Part IV.

Articles 91 to 93.

In Article 94(1) the words from
“ This > onwards.

In A’fticle 95(1) the words “ 93

or”,

Articles 96 and 97.

In Article 107, paragraph (2)(b)
together with the word * and™
immediately preceding it and
paragraphs (3) and (4).

Article 426(2).

Article 439(5) and (6).

In Article 442(1)(d), the words
“ the Prevention of Fraud (In-
vestments) Act (Northern Ire-
land) 1940 ”,

In Article 643(1), sub-paragraph
(a) and in sub-paragraph (d)
the words “in every such
prospectus as is mentioned in
sub-paragraph (@) and .

Article 658(2) and (3).

Schedule 3.

In Schedule 21, the entries
relating to Parts IV and V.

In Schedule 23, the entries
relating to Articles 66(4), 71,
74(5), 80(1), 88(1), 91(2),
92(5), 96(6), 97(4) and 107(4).

In Schedule 2, the entries re-
lating to the Prevention of
of Fraud (Investments) Act
(Northern Ireland) 1940 and
section 20 of the Banking Act
1979.

The whole Regulations.
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