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To Whom It May Concern,

CP24/28 — Operational resilience: Operational incident and outsourcing and third-
party reporting.

We welcome the opportunity to respond to this consultation. ABCUL is the primary trade
association representing credit unions in England, Scotland and Wales with around two-
thirds of credit unions in mainland Great Britain affiliated to the Association.

Credit unions are co-operative societies that provide financial services — primarily
savings and loan facilities — to their member-owners. They are registered as Co-operative
Societies under the Co-operatives and Community Benefit Societies Act 2014 and the
Credit Unions Act 1979. As deposit-takers, they are dual-regulated by the Prudential
Regulation Authority and the Financial Conduct Authority.

Since their inception in Britain in 1964, they have been closely associated with anti-
poverty and financial inclusion. They tend to provide savings and loan facilities to those
with limited or no access to financial services from mainstream providers, generally due to
their low income and/or lack of a developed credit profile. They have been a central
element of numerous government and philanthropic initiatives to extend financial inclusion
and address the lack of adequate provision of affordable credit and secure savings
facilities for large sections of the population. They are capped in the interest that they can
charge at 42.6% APR under the Credit Union Act 1979 and provide credit in competition
with high-cost lenders.
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They are numerous, with over 230 credit unions active in Great Britain today, with more
than 1.5 million members and £2.7 billion in assets under management. They range from
mid-sized businesses of up to 50 staff to small voluntary organisations.

ABCUL’s response:

ABCUL welcomes the opportunity to respond to this consultation and has responded to the
guestions applicable to our member credit unions. We would like to highlight that our
response considers the FCA’s consultation CP24/28 - Operational incident and third party
reporting as well as drawing comparisons with the PRA’'s CP17/24 - Operation resilience:
Operational incident and outsourcing and third party reporting, due to both consultations
being launched at the same time and covering the same topics. We do have initial
concerns about the differing requirements for credit unions between the PRA’s and FCA’s
consultations. The FCA are requiring credit union to report operational incidents but not
third party arrangements. Whereas the PRA are requiring credit unions to report third party
arrangements but not operational incidents. We welcome the proposals to reduce the
reporting requirements and burden on credit unions. However, the lack of consistency
between the two regulators will result in the burden of reporting remaining due to having to
report third party providers to one regulator and operational incidents to the other.

Question 2: Do you agree with the proposed definition of an operational incident?

We support the proposed definition of an operational incident, whether it is a single event
or a series of linked events. However, we would urge the FCA & PRA to have the same
definition of “operational resilience” as the proposed definitions are similar, but are not the
same. The FCA refer to “end user external to the firm”, “firm’s clients” and “user external to
the firm”. Whereas the PRA refer to “an end user external to the firm” or “such an end
user”. If there was one consistent definition this would provide clarity to firms’ and avoid

any confusion.

Question 3: Do you agree with the threshold for firms to apply when considering
reporting an operational incident to us? Are there other factors firms should
consider when reporting operational incidents?

We support the proposal that firms must report an incident if it breaches one or more of the
proposed thresholds. The inclusion of proportionality is welcomed, ensuring that firms are
not burdened by a one-size-fits-all metric. Given the size and scope of the credit union
sector, it is unlikely that an incident from this sector would pose a risk to market stability or
integrity compared to mainstream financial institutions.
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It allows firms the flexibility to decide independently whether the operational incident has
reached the threshold for reporting in conjunction with the FCA’s non-exhaustive
operational incident list.

ABCUL agree with factors such as the firm’s ability to meet legal and regulatory obligations
— if firms cannot meet these obligations, it places credit union members at risk.
Additionally, reputational risks should be considered, as operational incidents can
undermine public trust even if they do not impact the wider financial system. Media
coverage and consumer complaints could exacerbate this.

We support the inclusion of a flexible and non-exhaustive list of reporting factors, allowing
firms to account for unforeseen incidents.

Question 4: Do you agree with the proposed approach to standardise the formats of
incident reporting?

We do agree with the proposed approach to standardise the formats of incident reporting
and timelines. A structured template will enhance data quality and facilitate better FCA
analysis.

However, we are concerned about the proposal to introduce a new online reporting
platform. Given the number of existing FCA platforms—such as Connect and RegData—
adding another system may create unnecessary complexity. We urge the FCA to integrate
incident reporting within an existing platform, like Connect, to streamline the process.

The provision of a template-based reporting system is welcomed and should reduce
inaccurate reporting or missing important information amongst firms when completing
incident reports — this could streamline the process on both ends due to the provided
template.

While auto-population and conditional field logic may improve efficiency, we caution
against over-reliance on these features. Auto-population can introduce inaccuracies,
requiring firms to spend additional time correcting errors. The inclusion of free-form text
boxes and attachment functionality is appreciated, allowing firms to provide further details
where necessary.

We would also like to highlight the potential burden on small firms like credit unions in
relation to the reporting requirements from both the FCA & PRA. Credit unions have fewer
resources in house to complete both the incident reports to the regulators while managing
the ongoing issue. We support the reporting timeframe, particularly the flexibility between
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initial and intermediate reports. The 30-working-day deadline for final reports is
reasonable, but exceptions should be considered for cases where firms face delays due to
staffing shortages or third-party dependencies.

Question 5: Do you agree that we are being proportionate and collecting the right
information at the right time to meet its objectives? Is there other information that
should also be collected for a better understanding of the operational incident?

We would like to highlight the differing requirements in both the FCA and PRA
consultations depending on the size of the credit union. The PRA proposals are only
applicable to credit unions with over £50m in assets, where as the FCA’s proposals apply
to all credit unions regardless of size.

We would like to urge both regulators to have a more consistent and proportionate
approach and would encourage the requirements from both regulators are applicable to
only credit unions with over £50m in assets.

We do agree that the staged reporting approach appears proportionate. However, ongoing
status updates could pose challenges for firms dealing with significant disruptions, such as
cyber-attacks. In such cases, firms may struggle to provide timely updates until the
incident is stabilised. We recommend that the FCA consider flexibility in its expectations
for updates in such scenarios.

ABCUL appreciates the opportunity to contribute to this consultation. We support the
FCA'’s objectives but urge consideration of the concerns raised, particularly regarding the
differing requirements between the FCA and PRA consultations, definition of “operational
resilience”, reporting requirements and platform, the potential burden of auto-population
inaccuracies, and flexibility in update requirements.

Please contact us at advocacy@abcul.org if you have any questions about our response to your

consultation.

Kind regards,
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Natalie McQuade
Head of Advocacy and Regulatory Affairs
ABCUL
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