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HM Treasury 

1 Horse Guards Road 

London 

SW1A 2HQ 

 

7th October 2025 

 

 

 To whom it may concern,  

 

HM Treasury - Reforming the Senior Managers & Certification Regime  

 

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 215 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 HM Treasury’s consultation. ABCUL will be 

responding to questions that are relevant to our member credit unions. 

 

 

Do you agree that the Certification Regime should be removed from FSMA 2000?  

ABCUL broadly supports the removal of the Certification Regime from FSMA 2000, as this would give 

the FCA and PRA greater flexibility to adapt the framework proportionately and more accurately 

reflect the varying risks associated with different firms and roles. 

 

If removed, the Certification Regime could be replaced with a rules-based system. Such an approach 

would create a more agile and responsive regulatory landscape, offering particular benefits to credit 

unions. By adopting a more flexible framework, regulators could tailor requirements more 

appropriately to the size and risk profile of credit unions. At a time of significant change within the 

sector, a proportionate and responsive approach to SM&CR through regulator rules could help 

minimise unnecessary friction and avoid barriers to effective credit union operations. 

 

Do you agree that the Regulators should consider developing a more proportionate approach 

that would replace the existing Certification Regime?  

Regulators should consider developing a more proportionate approach to replace the existing 

Certification Regime. ABCUL recognises that credit unions value the proportionality already applied 

to Senior Manager Functions, particularly the requirement for only SMF8 and SMF17 roles. 

ABCUL urges regulators to make full use of their rule-making powers to ensure any replacement 

rules-based regime is robust, while also providing clarity on which FSMA requirements will be 

carried over and which may be omitted. Greater transparency on this point would be welcome. 
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Overall, ABCUL broadly supports these proposals, provided they deliver greater flexibility in adapting 

the regime while maintaining a proportionate approach for credit unions. It is essential that, 

wherever credit unions fall within regulatory scope, proportionality is consistently applied to avoid 

unnecessary or disproportionate burdens. 

 

Do you believe there are risks or unintended consequences if the Certification Regime is 

removed from FSMA 2000 and replaced with regulator rules? For example, how would it 

impact consumer protection, market integrity, safety and soundness, and policyholder 

protection?  

ABCUL has identified several potential risks and unintended consequences if the Certification 

Regime is removed from FSMA 2000. Currently, FSMA provides credit unions with clear statutory 

duties. If the regime is removed, we would urge that any replacement rules carry equivalent 

statutory and legal weight, while making use of the added flexibility such a change could provide. 

One key risk is the possibility of regulatory inconsistency. To avoid this, any new rules-based 

framework must be both proportionate and fair. The FCA and PRA should also periodically review 

their rules to ensure consistent application across financial sectors, while maintaining a 

proportionate approach for credit unions. 

 

Additionally, the scope of certification could introduce regulatory uncertainty if rules are revised 

more frequently than necessary. Clear rules and guidance must therefore be established from the 

outset, with mechanisms for firms and trade bodies to seek clarification where interpretation is 

ambiguous. Finally, there is a risk that unnecessary expansion of scope for credit unions could create 

avoidable administrative burdens, which should be carefully guarded against. 

 

Are there alternative approaches that will still deliver the desired benefits, but may not involve 

removing the regime from legislation entirely?  

There may be an opportunity to enable FSMA 2000 to grant the FCA and PRA greater discretion 

in determining which roles require certification and how the certification process should be 

carried out. 

 

The current certification validity period of 12 months could be extended to a certification period 

of more than 12 months, such as 24 months. It might be the case that, under the current FSMA 
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legislation, annual certification is unnecessary if the individual’s role has not changed within 12 

months of the last certification.  

 

There could also be the opportunity for a tiered approach within legislation that categorises 

firms into higher, moderate, and low risk, adjusting the frequency of annual certification 

accordingly. For instance, a low-risk firm might be subject to a multi-year certification cycle, 

whereas a higher-risk firm would have a more frequent certification schedule. Applying a 

certification validity period of 12 months for all firms is not proportionate and effectively treats 

small firms, such as credit unions, the same as larger and more complex financial institutions. 

 

What are the critical elements for any replacement regime to achieve the government 

objectives of a lower cost, more proportionate and competitive regime?  

ABCUL urges a step change from a blanket one-size-fits-all approach to regulation applied only 

where necessary.  

 

Credit unions welcome certainty and predictability. A critical element for any replacement 

regime would be to improve the predictability of regulators. This will promote a stable 

regulatory environment and therefore, credit unions will better understand their regulatory 

obligations and requirements. 

 

ABCUL urges the PRA and the FCA to always be a future-focused regulator, taking advantage of 

technological change to improve regulatory outcomes. This could include looking to other 

successful regulatory regimes around the world – for credit unions, this could take the form of 

supporting credit unions to take full advantage of credit union service organisations (CUSOs) 

and permitted activities without burdensome processes. 

 

Do the regulators currently have the necessary powers and tools to deliver a replacement 

regime or are further powers required?  

Under the current regime, the PRA and FCA have statutory powers under Sections 137A, FCA, 

and 137G, PRA, of FSMA 2000, which allows both regulators to amend rules for regulated firms, 
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pending consultations. The current legislation gives both the FCA and the PRA sufficient scope 

to implement a rules-based regime. 

 

Do you have any comments on the likely costs and benefits of removing the Certification 

Regime from legislation and replacing it with a more proportionate regime, at this stage?  

ABCUL is aware that with most changes being implemented that additional cost will come into 

play. We would urge the Government to support these changes financially and not place the 

burden of cost on the firms that are regulated by the FCA and PRA, given the aim is to ensure 

the future success of the financial services sector is prosperous. Having an increase in fees for 

firms could put undue pressure on some sectors. From a firm's perspective, removing the 

Certification Regime from legislation and allowing more proportionate requirements should in 

turn, reduce cost to firms in staff time and also financial resources. 

 

Do you agree with the proposal to give the regulators more flexibility to reduce the 

overall number of senior manager roles?  

 

ABCUL somewhat agrees with the proposal to give the regulators more flexibility to reduce the 

overall number of senior manager roles. ABCUL notes that credit unions enjoy a proportionate 

approach to Senior Manager Roles, with the only mandatory roles of SMF 8 and SMF 17. This 

proportionate regime takes into account the vast difference in size and scope of credit unions 

across the nations.  

 

However, if regulators are given more flexibility to reduce the overall number of senior manager 

roles, regulators will need to ensure that barrier to entry for Senior Management Functions that 

don’t require regulatory pre-approval are still robustly upheld and scrutinised.  

 

ABCUL does note that changes to these legislative provisions for Senior Management Functions 

could provide a greater degree of flexibility for the regulator, hopefully allowing for more agile 

and effective regulators. 

 

In addition, do you agree with the proposal to give the regulators flexibility to reduce the 

number of roles within the regime for which pre-approval is required?  
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ABCUL supports the proposals to give regulators flexibility to reduce the number of roles which 

require pre-approval. Making these changes could be more effective and less burdensome for 

firms by instead ensuring that individuals meet the fitness and propriety standards, and the 

requirement to notify the regulator of any appointments to the role.  

Overall, ABCUL welcomes where regulators can reduce friction and administrative burden for 

credit unions. 

 

Do you have any comments on the likely costs and benefits of making such changes to the 

Senior Manager Regime? 

 

Similar to our answer to question 7 we foresee beneficial cost savings to firms with the 

reduction in SMR requirements, both from a staff resource perspective as well as financially. As 

previously stated, we understand that with most changes come financial costs to implement 

them. We would urge the Government to support the potential costs that would need to be met 

by the FCA and PRA to implement any changes in order to support the Government's growth 

aim for the financial services sector.  

 

Are there any alternative approaches that the government should consider to reform the 

approach to regulator pre-approval, which would still deliver the desired benefits? 

  

ABCUL does not foresee specific alternative approaches the government should consider 

reforming the approach to regulator pre-approval.  

 

Do you have any other comments or suggestions regarding these proposed changes?  

 

ABCUL supports the proposals for removing the requirement for pre-approval for some roles, 

whereby the regulators have oversight on the appointment process by firms. Regulators would 

continue to retain their regulatory powers in respect to the senior managers regime, but 

allowing for greater flexibility for firms, all contingent in ensuring individuals appointments meet 

fitness and propriety standards. We encourage HMT to allow the FCA and PRA to adopt a more 

proportionate regulatory approach whereby firms below a clearly defined size or asset threshold 
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would be subject to a lighter-touch regime, including a significantly reduced number of Senior 

Management Function (SMF) roles. 

 

Do you agree with the proposal to remove prescriptive legislative requirements relating 

to provision, maintenance and updating of Statement of Responsibilities, with the aim of 

allowing regulators to adopt a more proportionate approach?  

 

ABCUL supports the proposal to remove prescriptive legislative requirements. This will support 

the FCA and PRA in taking a more flexible approach, beyond what is currently possible. 

Prescriptions can be useful for smaller firms expecting clarity and clear guidance on regulatory 

expectations. Where specific or overly prescriptive requirements offer limited practical value, we 

encourage the FCA and PRA to reassess the necessity and frequency of periodic submissions, 

ensuring they serve a clear and meaningful purpose.  

 

What are the types of change for which an update to the Statement of Responsibilities is 

currently required that you consider to be disproportionate? 

 

The new proposals by the FCA and PRA, pending the legislative changes, to allow for periodic 

updates in relation to the submission of updated statements of responsibility will reduce 

administrative pressure and create a more streamlined process for firms. Under the current 

requirements, firms are required to update on a rolling basis, which is administratively 

burdensome.  

 

Are there requirements in the legislation for the Conduct Rules which you consider create 

a disproportionate burden? What are these elements?  

 

Some parts of the legislation require burdens that are essentially “fixed” no matter the size or 

risk profile of the firm. For example, the sixth conduct rule (Consumer Duty) applies wherever a 

firm has “activities covered by the Duty” – some firms argue that the coverage is too wide.  

  

Are there any further elements of the SM&CR legislation within which create unnecessary 

regulatory burdens on firms, the removal of which would not impact on the primary 

objectives of the regime?  
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We do not see any further elements of SM&CR legislation which create unnecessary regulatory 

burdens on firms.  

 

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

consultation.  

 

Kind regards, 

 

Natalie McQuade 

Head of Advocacy and Regulatory Affairs  

ABCUL 

mailto:advocacy@abcul.org

