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What is the SMCR? 

The Senior Managers and Certification Regime was born out of the 

recommendations of the Parliamentary Commission on Banking 

Standards following its review of the 2008 financial crisis and is part of the 

FCA’s focus on the culture and governance within the firms it regulates.  

The FCA want firms to have, or develop, a ‘culture of accountability’ at all levels 

and senior individuals to have clearly defined responsibilities for which they are 

personally accountable. The SMCR replaces the Approved Persons Regime. 

This took effect for banks in March 2016 and will be extended to the remaining 

FCA firms by the end of 2018 (insurers have been subject to a slightly different 

process, but are also affected by the extension of SMCR). 

This note provides an introduction to the likely shape of the extended SMCR and 

reflects our experience of the banking and insurance regimes, the ‘proportionate’ 

approach outlined in the FCA consultations launched on 26 July 2017 and the 

various preceding FCA statements and publications. 

The SMCR comprises: 

Senior Managers Regime  

Senior individuals performing ‘senior management functions’ (new types of 

controlled function) will need FCA approval for their roles (as under the 

Approved Persons Regime) and also ‘statements of responsibility’ setting out 

what they are personally responsible and accountable for. There are 

‘prescribed responsibilities’ that must be allocated to ‘senior managers’ (other 

than for limited scope firms – see proportionate application below). Certain 

‘enhanced’ firms will have to produce a ‘responsibilities map’ – setting out a 

firm’s governance arrangements in one document. 

 

Certification Regime  

Those who aren’t ‘senior managers’ but perform ‘certification functions’ which 

mean they could cause significant harm to the firm or its customers. They will 

need to be certified as fit and proper by the firm (this is the firm’s 

responsibility; they are not approved by the FCA, although they may 

previously have been approved under the Approved Persons Regime).  

 

Conduct Rules 

New high-level standards of behaviour applying to ‘senior managers’, 

certification staff and, in addition, to non-executive directors and almost all 

employees who undertake financial services activities within the firm (other 

than ancillary activities). This is far wider than those covered under the 

Approved Persons Regime. All such individuals are therefore directly subject 

to individual conduct rules, including an individual duty to be open and 

cooperative with the FCA.  

 

Timeline of key events 
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What is the proposed proportionate approach to 

implementation? 

For the extension of the SMCR the FCA are proposing to take a proportionate 

approach. The table below sets out the proposed proportionate approach to 

apply to FCA regulated firms (a separate proportionate regime will apply to 

insurers): 

Core Regime Limited Scope Firms Enhanced Firms 

The ‘baseline’ regime. Firms who will have 

fewer requirements, 

intended to cover those 

that currently have a 

limited application of the 

Approved Persons 

Regime, including limited 

permission consumer 

credit firms, sole traders, 

professional firms not 

conducting mainstream 

regulated activities etc. 

Larger and more 

complex firms (expected 

to cover around 350 

firms). 

Core ‘senior 

management functions 

apply’ (most of which 

are currently controlled 

functions under the 

Approved Persons 

Regime). 

Fewer ‘senior 

management functions’. 

Switching between ‘core’ 

and ‘enhanced’ 

proposed to be managed 

by transition times (one 

year to move down to 

‘core’ and six months to 

move up to ‘enhanced’). 

Must allocate 

‘prescribed 

responsibilities’ set by 

FCA to ‘senior 

managers’. 

‘Prescribed 

responsibilities’ will not 

apply. 

Additional ‘senior 

management functions’. 

Overall ‘responsibilities 

map’ not required. 

Overall ‘responsibilities 

map’ not required. 

‘Overall Responsibility’ 

requirement applies, so 

that a ‘senior manager’ 

has to be allocated 

overall responsibility for 

every activity, business 

area and management 

function. 

No mandated 

‘handover 

responsibilities’. 

No mandated ‘handover 

responsibilities’. 

 

Additional ‘prescribed 

responsibilities’ apply. 

 

 

Timeline of key events 
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What should firms be doing now? 

To make the most of the opportunities and deal with the challenges that will be 

presented by implementation of the new regime, firms that have not yet started 

working towards implementation should start to put plans in place.  

Having helped clients through the banking and insurance regimes and started to 

advise clients falling within the extension to the wider regulated community, we 

have set out below a number of potential actions firms should consider now: 

Potential actions Comments 

Review current 

governance and controls 

SMCR does not seek to introduce a prescribed 

‘one size fits all’ governance model, but is an 

opportunity to review the appropriateness and 

effectiveness of a firm’s governance. 

Review delegation and 

reporting lines 

This has been a particular challenge in the 

banking regime and can be complicated where 

firms are organised on business, product or 

geographic lines. 

Review outsourcing 

arrangements 

These need to be considered in the context of 

the new senior management functions and 

responsibilities. 

Identify and engage with 

senior managers early 

Their responsibilities will need to be agreed with 

them in the context of agreeing their statements 

of responsibilities, how those responsibilities can 

be met and any impact on their employment 

arrangements. 

 

Issues around identifying sufficiently senior 

individuals to hold senior management functions 

or particular responsibilities were found in 

implementation of the banking regime. 

 

Shared or divided responsibilities should be 

highlighted and considered early in the process. 

 

Certification and conduct rules staff should also 

be identified early, especially as we have found 

detailed analysis can be required for certain 

individuals as to which group they should fall 

within. 

Leave sufficient time to 

finalise responsibilities 

statements for senior 

managers 

Reviewing these has often highlighted 

inconsistencies with the overall governance 

structure and needed further discussions with 

senior managers to finalise and include sufficient 

detail to be clear on scope and allocation of 

responsibilities. 

 

Timeline of key events 
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Consider the interaction 

with HR and IT functions 

Firms will have to assess staff as ‘fit and proper’ 

and certify the certification staff each year, which 

will need to be considered in the context of 

ongoing appraisals, hiring and exits (including 

referencing). 

 

Generally, a consistent approach to assessment 

and certification will be needed and we have 

found agreeing and setting down the principles in 

a manual a useful part of the implementation 

process. 

 

Facility will be needed to track which staff fall into 

each group (senior managers, certification and 

conduct rules). 

Refresh and align 

certification policy and 

approach with regulatory 

reference changes 

Many implementation issues on referencing 

overlap with certification. 

Refresh whistleblowing  

policy  

Many firms have found that full implementation of 

the new whistleblowing rules has been awkward 

without sight of how SMCR would be extended. 

Review policy on 

investigations 

The banks have found that SMCR, 

whistleblowing and increased transparency to a 

wider range of stakeholders has led to an 

increase in the volume of investigations. 

Start planning the initial 

and ongoing training 

programme 

Staff will need to be educated on the new regime 

and how it affects them and ongoing training will 

be required for all staff subject to the new 

conduct rules. 

 

We have found that preparing question and 

answer documents for common questions can 

help and save a lot of time for those involved in 

the implementation. 

Consider which legal 

entities are within scope 

There is an opportunity to consider whether any 

tidying up of group arrangements can be 

undertaken, for example if there are entities that 

no longer need to be authorised. 

Timeline of key events 
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