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To Standards Policy Team,
CP25/21 Senior Managers & Certification Regime Review Consultation Paper

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.

Credit unions have, since their inception in Britain in 1964 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 220 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.

Consultation Response

We welcome the opportunity to respond to the FCA’s consultation on the first stage of
reforms to SMCR. ABCUL will be responding to questions relevant to our member credit
unions.

Question 1: To what extent do you support the further changes we are considering in phase 2
of the reform (summarised in paragraph 1.11). Are there any other changes you suggest? We
would welcome views on the impact (positive or negative) of each potential change and on
any suggested additional improvements.

ABCUL welcomes the Treasury's decision to consult on legislative changes to the regulatory
regime which will in turn provide the FCA with much greater flexibility to improve the operation
of the SM&CR.

We largely support the further changes the FCA is considering in phase 2 of the reform.
Reducing the number of Senior Management Function (SMF) approvals will benefit credit unions
that have limited compliance resources, allowing them to manage their regulatory
responsibilities more effectively. As the FCA has pointed out, the current regime can be
burdensome for smaller firms, so we appreciate the efforts to create a more proportionate
regulatory framework for SMF approvals. However, we would like the FCA to clarify which SMF
roles will be removed or exempted, enabling credit unions to plan for potential changes in their
internal governance structures, as credit union in the whole only use two of the SMF functions
SMF 8 and 17.

ABCUL strongly supports the potential removal of the Directory, as the current process for
updating it is unnecessarily burdensome and could have been made far more efficient. However,
its removal raises important questions about how firms will update data on the Financial
Services Register going forward, and whether greater consistency can be achieved. At present,
there are inconsistencies in what is publicly visible across different geographical areas, stemming
from historic issues, where some SMF17 individuals are named in the Directory while others are
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not. ABCUL proposes that, if removal of the Directory leads to changes in the Financial Services
Register, all credit union SMF17s should be excluded from public visibility, regardless of
geographical location. Given the nature of their role within credit unions, publishing their names
leaves them vulnerable to coercion and intimidation.

Overall ABCUL supports the proposed areas of work for phase 2 as these would reduce
regulatory burden on our member credit unions whilst still upholding the importance of
maintaining good SM&CR standards.

We understand that some of the proposed phase 2 areas of work are dependent on the
outcome of Treasurys consultation and we appreciate the collaborative approach and alignment
that has been undertaken by HMT, PRA and FCA in relation to reviewing SM&CR.

Question 2a: Do you agree with our intention to improve forms, systems, communications
and engagement with firms in relation to the application process?

The current application process for the Senior Management Function (SMF) can be time-
consuming for credit unions. At ABCUL, we recognise the need to make these processes more
proportionate and accessible. By simplifying the SMF application process, credit unions can
concentrate more on serving their members instead of undertaking a burdensome process.

We support proportionality on a risk-based approach to reviewing what can be amended within
SM&CR while maintain the appropriate levels of oversight. We would welcome clearer ‘user
friendly’ communications on upcoming changes that is easier for firms to digest, also providing
timelines of implementation dates well in advance would also be beneficial. ABCUL will continue
to engage with the FCA team and ensure that our communications are shared with our
members in a timely manner to support a smooth transition in light of any changes.

We welcome the clarity on the evidence requirements on Form A and that a combined
submission can suffice for the skills gap analysis, competency assessment and learning, and
development, rather than spreading it across multiple submissions when possible.

We appreciate the enhanced information on the FCA webpages, but some members do feel the
site is still cumbersome and difficult to navigate if you are not a regular visitor to the site. We
welcome that work is underway to simplify and digitalise the remaining online forms, and have
pre-population, as this will have a positive impact on credit unions resources.
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Question 2b: On which priority areas would firms welcome more information, guidance, or
changes to forms?

As mentioned before, ABCUL would welcome pre-population to reduce time burdens in
completing forms; the proposition to streamline Form A is welcomed, and clearer instructions
would be welcomed for credit unions. Working with trade bodies such as ABCUL could
effectively provide a vehicle for this. As we have previously requested before ABCUL having
access to a mock portal of the Connect system would allow us to help members quicker by
being able to view the same screens or be able to provide short instructional videos. As if we are
unable to assist due being unable to navigate the system ourselves, it then results in the credit
union or ABCUL reaching out to the FCA for assistance which then becomes a drain on the FCA's
resources. We understand the previous rational for not providing access to the connect portal
but having a mock areas or “"dummy” account that we can use to support our member and
reduce the number of queries to the FCA would seem to outweigh the previous barriers to
access.

Question 3: Do you agree to our proposals for changes to criminal record checks and
disclosures?

ABCUL supports the extension of the initial validity period for criminal record checks from 3
months to 6 months. This adjustment could alleviate the administrative burden faced by our
member credit unions, leading to time and cost savings. By reducing the need for repeated
checks, this change represents a significant improvement. Attracting and recruiting talent within
the credit union sector is an ongoing challenge, and so a longer validity period may allow for a
more streamlined onboarding process without repeating checks. We also welcome the removal
of the requirement of an additional CRC if the individual is already an SMF holder within the
organisation but just moving roles and understand that it is at the FCA's discretion to request an
up to date CRC if there as not been one in sometime or for a specific role.

Question 4: Do you agree with our proposed changes to the 12-week rule?

ABCUL supports the proposed 12-week changes, whereby firms have 12 weeks to apply for an
SMF rather than 12 weeks to receive a decision on the application. Additionally, the individual
performing the role under the 12-week rules can continue to do so until the application is
decided, which ABCUL endorses. We welcome the clarification that as long as a firm applies
within the 12 weeks, it does not breach the 12-week rule.
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Guidance on when the proposed new 12-week rule can be used requires more specific
clarification, such as ‘use the rule reasonably’ or ‘use the rule as infrequently as reasonably
possible’. This leaves room for both intended and unintended misuse; more prescriptive
guidance may be beneficial, particularly for credit unions that require further support.

Question 7: Do you agree with our proposals on Prescribed Responsibilities?

ABCUL welcomes the provision of Handbook guidance on the allocation of PRs from both FCA
and PRA and the increased transparency. We understand the rationale to reallocate any PR’s
under the 12-week rule for a non SMF holder due to the current requirements, this however can
sometime be a challenge in smaller firms. We would also support the streamlining of PR’s in
phase 2 of your review. We also welcome the proposal of additional guidance and clarity on
splitting PRs and that there is no requirement for firms to review their PR’s in light of the
guidance.

Question 9: Do you agree with our proposals on SoRs and MRMs?

ABCUL supports the new proposals to allow for periodic updates, but no later than six months,
to submit their updated statements of responsibility this will reduce administrative pressure and
create a more streamlined process.

Question 10: Do you agree with our proposal to align with the PRA on SoR submission
requirements for dual-regulated firms?

ABCUL supports the proposed alignment with the PRA regarding the Statement of
Responsibilities (SoR) submission. This alignment can provide greater predictability for credit
unions, allowing them to plan more effectively. It is important to consider proportionality for
credit unions, especially if the changes could lead to increased administrative or compliance
burdens.
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Question 11: Do you agree with our proposals on certification?

ABCUL supports the streamlining of certification and re-certification processes and clarifies that
certificates can be issued digitally instead of in hard copy. This clarification will enhance the
efficiency of certification processes.

We welcome the clarification that Senior Managers may need to be certified for performing
specific certification roles, provided those roles are distinct and separate from their Senior
Management Function (SMF) roles.

Furthermore, we appreciate the FCA's collaboration with the Treasury to consult on replacing
the current provisions of the Certification Regime in legislation. We hope that the outcome will
lead to a more proportionate regulatory approach to the certification regime.

Question 12: Do you agree with our proposal to change the timescales for updating the
Directory?

Regulatory references play a crucial role in helping firms make informed decisions about the
fitness and propriety of candidates. ABCUL generally supports extending the timeframe for
updates to 20 business days, as this provides firms with more realistic timeframe to submit their
information. However, ABCUL believes that details regarding staff departures should still be
reported within 7 working days, as this information is critical, especially considering the
increased risk of fraud. ABCUL fully supports measures aimed at minimising fraud, enhancing
consumer protection, and reducing confusion for consumers. As detailed in our response to
question 1 we do see areas that require to be reviewed in relation to the Directory and the need
for certain information to be shared publicly but understand that this will form part of the phase
2 review process.

Question 13: Do you agree with our proposals on regulatory references?

ABCUL partially agrees with the proposed 4-week period outlined in the guidance and
appreciates that the PRA recognise there may be occasions where obtaining the regulatory
references may take longer to prepare for larger firms, we would ask that this consideration is
also given to smaller firms when requested. Offering an extended deadline in exceptional
circumstance could offer a more proportionate amount of prescription and flexibility where
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needed. ABCUL also supports the proposed change to SYSC 22.2, which would require firms to
provide regulatory references when applying for authorisation.

Question 14: Do you agree with the proposed guidance on the Conduct Rules?

ABCUL agrees with the proposed guidance on the Conduct Rules, providing clearer guidance
will assist firms in avoiding over-reporting or unnecessary reporting. We also welcome the
additional guidance from the FCA to reaffirm that only breaches where disciplinary action, as
defined in FSMA, was taken should be reported as a Conduct Rule breach. Furthermore the
clarification on certain behaviours being a breach of the Conduct Rules regardless of any
disciplinary action being taken and the guidance on the impact of a Conduct Rule breach on
fitness and propriety and regulatory references is welcomed.

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

Kind regards,

Jincalse Tl

Natalie McQuade
Head of Advocacy and Regulatory Affairs
ABCUL

© ABCUL, Holyoake House, Hanover Street, Manchester M60 0AS www.abcul.coop


mailto:advocacy@abcul.org

