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OVERVIEW OF THE SMCR

The new regulatory framework for individuals (replacing the Approved Persons Regime), comprising of 
three key elements:

1. The Senior Managers Regime – approval regime for individuals performing “Senior Management 
Functions” (broadly, roles (potentially) involving a risk of serious consequences for the firm or 
business)

2. The Certification Regime – firms solely responsible for assessing the fitness and propriety of 
employees who could pose a risk of significant harm to the firm or its customers

3. The Conduct Rules – basic conduct standards applicable to most employees of the firm (save for 
purely administrative staff)
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SIFs

Customer Function

All other employees

Approved Persons Regime
Prior regulatory approval 
required
Statements of Principle for 
Approved Persons apply

Senior
Managers

Certified Persons

Conduct Rules staff

Employees involved in the provision of 
“ancillary” services only

Senior Managers Regime
Prior regulatory approval required; 
must be assessed as fit and proper by 
the firm both initially and on at least an 
annual basis

Certification Regime
Not subject to prior 
regulatory approval; must 
be certified as fit and 
proper by the firm both 
initially and on at least an 
annual basis

Only Conduct 
Rules apply

Not 
subject to 
Conduct 
Rules

Individual 
Conduct 
Rules apply

Approved Persons Regime SMCR

Individual and 
Senior Manager 
Conduct Rules 
apply

Fit and Proper 
requirements apply 
(including rules on 
Regulatory 
References)

APPROVED PERSON REGIME V SMCR (BEFORE & AFTER)
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Senior 
Manager 

Conduct Rules

Senior Manager’s Regime

Fit and proper 
requirements 

(including 
Regulatory 
References)

The most senior people in firms (broadly, at Board and ExCo levels). Anyone who performs a Senior
Management Function must be pre-approved (as ‘fit and proper’) by the FCA.

Core requirements:

Senior 
Management 

Functions

Duty of 
Responsibility

Statement of 
Responsibilities

Criminal Records 
Checks

Prescribed 
Responsibilities 
(Limited Scope 

Firms don’t need to 
do this)

Extra requirements that only enhanced firms need to meet:

Additional Senior 
Management 

Functions

Additional 
Prescribed 

Responsibilities

Responsibilities 
Maps

Handover 
Procedures

Overall 
Responsibility

Individual 
Conduct Rules

Certification Regime
People who are not Senior Managers, but whose job can none the less cause significant harm to the firm or
its customers. Firms must assess and confirm that these people are suitable to do their job (i.e. ‘fit and
proper’) at least once a year.

Other Staff
All staff who perform financial services roles. This excludes ancillary staff (for example, caterers, cleaners,
and security staff).

SUMMARY OF THE REGIME
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SENIOR MANAGEMENT FUNCTIONS (UK FCA FIRMS)

Senior Management Functions Core Enhanced

Chief Executive SMF1 X X

Chief Finance SMF2 X

Executive Director SMF3 X X

Chief Risk SMF4 X

Head of Internal Audit SMF5 X

Group Entity Senior Manager SMF7 X

Chairman* SMF9 X X

Chair of Risk Committee* SMF10 X

Chair of Audit Committee* SMF11 X

Chair of Remuneration Committee* SMF12 X

Chair of Nomination Committee* SMF13 X

Senior Independent Director* SMF14 X

Compliance Oversight SMF16 X X

Money Laundering Reporting SMF17 X X

Other Overall Responsibility SMF18 X

Chief Operations SMF24 X

Partner SMF27 X X

Limited Scope Function SMF29

* SMF ideally should be performed by a NED. 6



Prescribed Responsibilities Core Enhanced
Responsibility for the firm’s performance of its obligations under the SMR X X

Responsibility for the firm’s performance of its obligations under the employee certification regime X X

Responsibility for compliance with the requirements of the regulatory system about the management responsibilities map X

Responsibility for the firm’s policies and procedures for countering the risk that the firm might be used to further financial crime X X

Responsibility for the firm’s obligations in relation to conduct rules for: (a) training; and (b) reporting X X

Responsibility for: (a) safeguarding the independence of; and (b) oversight of the performance of, the internal audit function in accordance with the 
internal audit requirements for SMCR firms X

Responsibility for: (a) safeguarding the independence of; and (b) oversight of the performance of, the compliance function in accordance with the 
compliance requirements for SMCR firms X

Responsibility for: (a) safeguarding the independence of; and (b) oversight of the performance of, the risk function in accordance with the risk control 
requirements for SMCR firms X

Responsibility for the firm's compliance with CASS X X

Responsibility for taking reasonable steps to ensure that every person involved in the performance of the firm’s internal audit function is independent 
from the persons who perform external audit, including: (a) supervision and management of the work of outsourced internal auditors; and (b) 
management of potential conflicts of interest between the provision of external audit and internal audit services

X

Responsibility for the development and maintenance of the firm’s business model by the governing body X

Responsibility for: (a) managing the firm’s internal stress tests; and (b) ensuring the accuracy and timeliness of information provided to the FCA and 
other regulatory bodies for the purposes of stress testing X

The responsibilities allocated under COLL 6.6.27R or 8.5.22R (Allocation of responsibility for compliance to an approved person) X X

PRESCRIBED RESPONSIBILITIES (UK FCA FIRMS)
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Code Staff under the Remuneration Codes

Anyone performing a Significant Management Function

Anyone performing the CASS oversight function

Certain proprietary traders

Individuals performing client-dealing or algorithmic trading activities

Individuals in customer-facing roles that are subject to qualification requirements

Anyone who supervises or manages a Certified Person directly or indirectly (if not a Senior Manager)

WHO IS CAUGHT UNDER CERTIFICATION REGIME
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HR TOUCHPOINTS OVERVIEW
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HR

Recruitment 
checks & 

onboarding

Employment 
contracts

Training & 
Appraisals –
link to F&P

Assessment

Policies

Exit 
Arrangement,  

Settlement 
Agreements & 

References

Disciplinaries
& breach 

notification 
requirements 



Conditions to 
employment/appointment 
to SMF or Certified Role
 FCA approval for Senior 

Managers
 Criminal record checks
 Satisfactory regulatory 

reference from former 
employer

 Passing the firm’s F&P
assessment

 Completion of SMCR related 
induction programme

 Self-declaration of no 
previous, current or pending 
disciplinary investigations or 
actions (or other matters 
relevant to F&P)

Duties

 Senior Managers: Perform 
duties specified in Statement 
of Responsibility & any 
Proscribed Responsibilities 

 Maintain F&P assessment
 Attend all mandatory training
 Comply with applicable 

Conduct Rules and internal 
policies and procedures

 Notify the Firm of Conduct 
Rule breaches

 Comply with the Firm’s 
handover policy

Termination provisions

 Up date summary dismissal / 
termination “for cause” to 
include:

 Receipt of negative updated 
regulatory reference 

 Failing firm’s annual F&P
assessment

 Breach of Conduct Rules 
which compromises F&P (in 
Firm’s assessment)

Post-Termination

 Co-operate with the Firm in 
relation to regulatory 
investigations post-
termination

 Any commitment by firm to 
provide former SMs with 
access to records

AMENDMENTS TO EMPLOYMENT CONTRACTS
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Consent Appraisal Incentive

 Update new joiner 
contracts 

 Obtain employee 
agreement to 
contractual changes

 Risk of constructive 
dismissal claims

 Tie in with SMCR
education /training

 Build into annual 
appraisal

 Allow time for questions 
/ negotiation

 Year end bonus 
payment conditional on 
entering into new 
contract/contract 
addendum

HOW TO IMPLEMENT CHANGES TO CONTRACTS?
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Requirement for Senior Managers

FCA guidance on content  FG19/2: SM&CR: Guidance on Statements of Responsibilities and Responsibilities Maps

Overlap with job description – but different

Must be signed and filed with FCA

Allow time for discussion with Senior Manager

Independent legal advice?

Anyone who supervises or manages a Certified Person directly or indirectly (if not a Senior Manager)

STATEMENTS OF RESPONSIBILITY
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STATEMENT OF RESPONSIBILITY – FCA FG 19/2 EXAMPLES
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Hiring

 Pre-employment checks
 Check regulatory reference
 Criminal record check
 FCA approval for SMs only

Terminations

 Handover policy
 Settlement agreement
 Regulatory reference
 On-going assistance
 FCA Notifications

Co-ordination

 Consistency is key
 Ensure co-ordination between HR and compliance
 After a SM departure – reallocate SMF or PRs
 Revise Responsibilities Map (if applicable)
 Revise job descriptions?
 Update regulatory reference?

HIRING AND EXITS UNDER SMCR
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 Hiring firms must obtain a regulatory reference on 
the proscribed form covering the past six years of 
employment for SMF and Certified Staff hires -
even if former employer was not a regulated entity

 Upon request firms must provide a reference for 
former employees covering the past 6 years of 
employment (and any prior breaches of Conduct 
Rules or the Code of Practice for Approved 
Persons) 

 Firms must respond to requests for regulatory 
reference within 6 weeks

 Regulatory reference must cover all information 
relevant to hiring firm’s F&P assessment

 Settlement agreements must not contradict the 
regulatory reference rules

 Firms must retain records of former employees’ 
conduct and F&P information for 6 years following 
termination

 Firm must update references issued in the past 6 
years if new information comes to light which could 
impact the former employee’s F&P assessment

 Firms must put in place policies and procedures to 
comply with regulatory reference requests and to 
update references previously issued

REGULATORY REFERENCES
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REGULATORY REFERENCE TEMPLATE – SYSC 22 ANNEX 1
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REGULATORY REFERENCE TEMPLATE – SYSC 22 ANNEX 1
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 Recruitment procedure

 Induction programme

 Appraisal and performance management

 Regulatory reference policy/ protocol

 Whistleblowing policy

 Ethics & conduct policy

 Disciplinary policy

 Handover policy

 Personal record keeping policy?

 “Reasonable Steps” assurance framework?

 Breach notification policy

 D&O / indemnification policy

POLICY AND PROCEDURE UPDATES

18



 Requirement on Enhanced Firms to take all 
reasonable steps to ensure that a person 
taking over an SM role has all the information 
and materials they would reasonably expect to 
discharge their duties and do the job 
effectively

 Firm should implement a handover policy 
requiring SMs to attend handover meetings & 
create handover notes for their successors 

 Core firms are not required to do this – but 
could be helpful?

 What should the handover policy cover?

 Responsibility for ensuring handovers are effected, 
reviewing handover notes, maintaining records

 SM’s responsibility to create a handover note/attend 
handover meeting(s)

 Guidance on handover note content

 Timing

 What should handover notes cover?

 Tailored to the SM’s specific role /responsibilities

 Practical issues - not just a record of past events

 Assessment of what issues should be prioritized going 
forward

 Judgement and opinion, not just facts and figures

HANDOVER POLICIES
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Provide tailored 
training on Conduct 

Rules

F&P training and 
monitoring/ non-

compliance protocol

Appraisals /self-
evaluations

F&P Annual 
Assessment /in-
year assessment

Getting the right 
data feeds

Record keeping Disciplinary policy

Notification 
obligation

Update required to 
a regulatory 
reference?

HR ONGOING COMPLIANCE WITH SMCR
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Employee calls in sick 
but spotted at the races

Breach of Conduct Rules?

No FCA 
Notification FCA Notification

Impact on F&P
Assessment?

Yes No

HR Record the 
Decision

No

Yes Feed into F&P Annual 
Assessment

Consider if immediate “in-
year” F&P assessment 

required?

WORKED EXAMPLE – DISCIPLINARIES AND SMCR
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TIMING – HR IMPLEMENTATION PROJECT PLAN
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 Review existing contracts and policies - identify policy / process gaps
 Update policies, procedures and employment contract forms / prepare contract amendments
 Work with compliance to identify cohorts: Senior Managers / Certified Staff / Conduct Rule Staff
 Begin SMCR socialisation with key SMs and stakeholders

 Discuss responsibility for training administration 
 Begin consultation with SMs on SORs / PR Allocation and changes to contracts
 Finalise policy updates – liaise with compliance and IT to implement systems 

 Run formal tailored training on Conduct Rules  & F&P – different training / on boarding required for the three co-horts: 
SMs/Certified Staff / Conduct Rule staff

 Continue consultations and discussions with SMs regarding SORs, PRs and amendments to employment contracts
 Begin socialisation and consultation on changes to employment contracts and policies for Certified Staff and Conduct Staff

 9 December 2019 Extended SMCR to come into force (“go-live”)
 Year end appraisal /bonus process to introduce new employment contracts

 End of transitional period for certifying staff
 Post-implementation review?

Q1/2

Q2/3

Q4

Year 
End

9 
December 

2019



WHAT ABOUT…DIFFICULT QUESTIONS
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 Overseas senior managers – local 
employment law overlay

 What if someone refuses to sign a new 
contract?

 Availability of (paid) legal advice?

 Job shares

 Reasonable steps guidance

 Access to records post-employment

 D&O/ indemnification policy

 “Grey” references received

 Formulating a house stance: breach 
notifications, in-year F&P assessments, who 
administers the F&P process?



QUESTIONS
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