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By the end of this briefing you will have gained 
an insight into:-

1. Why the need for change 
2. SM&CR requirements
3. Certification requirements 
4. Fit and Proper requirements 
5. Conduct rules 
6. What happens at conversion

Learning outcomes…

Bear in mind…

• Today is not formal ‘advice’
• It is an overview using my own words, 

those of the FCA and those of other 
professional services firms

• It should, at least, get you thinking!



SMCR is a catalyst for change 
– an opportunity to establish 
healthy cultures and effective 

governance in firms by 
encouraging greater individual 

accountability and setting a 
new standard of personal 

conduct



Huge interest!

• 1,800 firms watched the live webinar
• 260 questions were submitted
• 47,000 firms affected





1. Introduction



“An awful lot of people in banks are not part of 
the Approved Persons Regime and so do not 
fall subject to its sanctions. For example, the 
people who submit LIBOR data and the people 
who are trading on the back of LIBOR data 
would not have been part of the Approved 
Persons Regime. That is why we said that one 
of the first things that we think needs to be 
looked at is expanding the regime to cover the 
sort of people you would expect to be covered 
by it and make it more public and visible.”



• “While the Commission’s recommendations 
relate to standards in the banking sector, they 
consider it plausible that the weaknesses of 
the approved persons regime affect not just 
the banking sector but other parts of the 
financial services industry too .”

• “The Government agrees with this and notes 
that many of the failures identified by the 
Commission were not limited to the banking 
sector.”

Enforcement

• 60% of fines levied against individuals
• Mainly against directors
• Average £570,000

• They were responsible
• Rode roughshod over processes or 

ignored them and colleagues
• Or simply had none
• Their “empire”…



Consumer perspective

• Many do not feel that the literature provided helps 
them chose the right product, provider or cover best 
able to meet their needs

• Insurers command trust but not loyalty
• Understanding of price comparison websites varies 

by age (57% of 25-34 and over 65 23%)
• Regulation is driving increased accountability
• Differential pricing can cause harm
• Value should be expected
• Do elongated distribution chains add value
• Firms’ poor compliance can also lead to harm





2. Overview





Preamble…

• FCA seek clarity of accountability and raising 
standards

• Senior Insurance Managers regime (March 2016) 
applies to insurers, reinsurers, Lloyd’s and Managing 
Agents (applies to senior individuals)

• Senior Managers and Certification Regime also 
rolled out at the same time to banks covering virtually 
all employees

• Following the Bank of England and Financial 
Services Act 2016 will be extended to FCA solo-
regulated firms (who only have the FCA as a 
prudential and conduct regulator) - 9 Dec 2019

• It replaces the current Approved Persons 
Regime, changing how individuals working in 
financial services are regulated

• Aims to reduce harm to consumers and 
strengthen market integrity by making individuals 
more accountable for their conduct and 
competence.

• Further aims to:
– create a speak up environment where staff are 

custodians of a firm’s integrity 
– make sure firms and staff clearly understand and can 

demonstrate where responsibility lies

• Two CPs set out proposed approach to the 
extension of SMCR



• Accountability means the FCA have clarity as 
to who is responsible for what, and that SMs 
are responsible for ensuring all individuals 
within their areas meet the conduct standards 
and competency

• SMs set the tone from the top and articulate 
values/match words to actions

• The business will require formal measures to 
be in place re performance 
reviews/remuneration and promotion etc

Applicability?

• The proposals relate to all firms regulated by 
the FCA

• As well as the firms themselves, the 
proposals will affect everyone performing 
financial services roles at those institutions

• The proposals do not extend to approved 
persons and individuals at Appointed 
Representatives of affected firms



Scope

1. Limited scope firms (reduced set of 
requirements)

2. Core firms (standard set of requirements)
3. Enhanced firms (some 75 GI firms who 

have a regulated income >£35m) – some 
additional requirements

FCA to confirm your category



The core regime

1. Senior Managers Regime
2. Certification Regime

Then 12 months after…

3. Conduct Rules (for all other staff)



a. Senior 
Managers

Senior Managers Regime

Different Senior Management Functions (SMFs) 
and Prescribed Responsibilities (PRs) apply to 

different tiers



Senior Managers

• Exec directors (plus those ‘acting’ in that 
capacity), partners and the chair of a board

• Will incl those with overall responsibility for 
key activities and business areas (defined 
Senior Management Functions) along with 
certain Prescribed Responsibilities (17)

• Statement of Responsibilities (SoR) to set out 
all responsibilities

Senior Managers



Compare AP to SMCR



• FCA Register will 
continue but far fewer 
people on it

• All CF30s drop off

• Starts 9 th Dec 2020



i Statement of Responsibilities

• Needed for every SM and submitted to FCA 
at approval stage (not at conversion)

• Must be kept up to date and any significant 
changes have to be submitted to FCA (where 
prescribed responsibilities are added or 
removed or where responsibilities are shared 
amongst SMs)

• FCA has a master 19 page template (you will 
get a tailored GI one)



ii Duty of responsibility

• Every SM has a Duty of Responsibility under 
FSMA and this will enhance the FCA’s 
enforcement powers against the firm and also 
the individual

• If a firm breaks a requirement then a SM 
(and/or firm) can be held accountable unless 
reasonable steps have been taken to prevent 
or stop that breach

• Down to FCA to prove



iii Prescribed Responsibilities

• These are NEW – 17 in total (5 in GI)
• Must be given to a SM – the most senior for 

that area
• In addition to inherent responsibilities
• Should have sufficient authority, knowledge 

and competence
• Will apply to core and enhanced firms
• Can be shared



You need to allocate
the following

1. Senior Management Functions (4)
2. Prescribed Responsibilities (5)
3. Shared Prescribed Responsibilities (5)
4. Other Responsibilities (7)

(Numbers indicate GI specific allocations)



Partnerships

• All ‘involved’ partners to be SMs
• If partners have different roles then this 

should be reflected in their Statement of 
Responsibilities

• Approval needed for the role and then the 
roles being performed (not at conversion)

Chairman of the Board

• They WILL need to apply for approval using a 
Form K (Conversion Notification Form) as 
currently FCA only have them down as a CF2 
(approved currently as a NED)

• From 8th Sept to 2nd Dec 2019
• They will then be an SMF9
• If an Exec Chairman then auto conversion to 

SMF3 but Form A will need to be submitted to 
add SMF9



b. Certification

Certification Regime

The Certification Regime applies in the same 
way to every tier



Certification
• Individuals (not senior managers) formally certified by 

the firm (not by the FCA) initially and on an ongoing 
annual basis (every 12m) to perform a function(s) 
where they have a significant impact on the firm and 
customers

• Certified staff will appear in the new FCA Directory
• For IFAs the SPS will continue
• For GI could incl head of unit effecting and 

administering contracts, processing claims, complaints 
handling and not just limited to commercial/revenue 
earning activities such as HR, legal, IT and operations

• Think of size of firm and what SMs are responsible for



Sole Traders

• Limited Scope
• SMF16 Compliance Oversight will apply if no 

employees (if needed)
• SMF/certification/CR do not apply (will to 

relevant employees)
• Fit and proper assessments n/a (as above)
• References n/a
• Criminal records checks n/a
• IFAs - qualifications and SPS as before



c. Fit and Proper

Financial 
soundness



Fit and Proper

• Firms to assess whether SMs, NEDs and 
certified individuals are fit and proper (more 
onerous)

• All other relevant IDD staff have to be of 
“good repute” (less onerous)

• Annual assessment/sign off
• SMs and NEDs must have a criminal records 

check undertaken (DBS registration may be 
needed or use an umbrella body)

Criminal record check?
For SMs SUP10C.10.16R (2) imposes a requirement to 
conduct criminal record checks for new applications 
‘Standard’ good repute is under SYSC 28.3.4R – “In 
considering a person’s repute the firm must at a 
minimum ensure:

(1) has a clean criminal record…in relation to serious 
criminal offences linked to crimes against property or 
other crimes related to financial activities; and

(2) has not previously been declared bankrupt”

• unless they have been rehabilitated in accordance with 
national law.



Regulatory references
• Firms will need to request regulatory references 

going back 6 years

• Firms need to keep information going back 6 
years about current and former staff so that they 
will be able to give fair and accurate references

• Standard FCA template to enable sharing

• To cover disciplinary action, complaints, etc
• No non-disclosure agreements
• A SM to be responsible for this
• Applies to SMs, NEDs and certified



d. Conduct Rules

Conduct Rules

The Conduct Rules apply to almost all staff in 
the same way to every tier



Sitting over the top…

• Staff will have to pay due regard to the 
interests of customers and treat them fairly 
(note already PRIN6 for the firm BUT now 
extends to all staff)

• SMs to disclose ‘issues’ to the FCA (again 
PRIN11 does this now)

• All relevant staff can be potentially fined

Who will be subject to them?

• SMs (in addition to SM CR)
• Certified Individuals
• NEDs
• All other employees (ex ancillary staff)
• Firm to make staff aware and train them



Relevant Training

• SMs and CS will have had to have been 
trained and abide by the Conduct Rules from 
9 December 2019

• Other staff have 12 months (to incl training 
and reporting requirements) from this date 
(by 8 December 2020)



e. Reporting

Reporting

• Where Conduct Rules are breached FCA to 
be notified within 7 days for SMs and 
annually for other staff

• Annual Gabriel RMAR reporting (from 08/20) 
even if no breaches have occurred

• To cover formal written warnings, suspension 
or dismissal, recovery/reduction of 
remuneration/commission clawback, etc



New documents summary

1. SMs, NEDs and certified staff confirm annually 
their honesty, integrity, reputation, fitness, 
propriety and financial soundness (DIY)

2. Employers assess the above plus competence 
and capability annually (DIY)

3. Other staff confirm annually good repute (DIY)
4. Statements of Responsibility for SMs (FCA/DIY)
5. Criminal records check for SMs and NEDs (DIY)
6. Annual certificate for all certified staff (DIY)
7. References for SMs, NEDs and certified (FCA)
8. Disciplinary notifications (Forms D or H)





f. What next?



3. Conclusion



What should you be doing now?

• Project team – internal and external
• Board level engagement

• Workstreams
• Governance mapping
• Identify potential senior managers
• Review job descriptions

• Annual fitness and propriety checks
• Employment contracts
• IDD, GDPR and Brexit all sorted?



By the end of this briefing you will have gained 
an insight into:-

1. Why the need for change 
2. SM&CR requirements
3. Certification requirements 
4. Fit and Proper requirements 
5. Conduct rules 
6. What happens at conversion

Learning outcomes…

Thank you for your attention

If you need help please
get in touch

0800 619 6619

branko@branko.org.uk


