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The UK Senior Managers and Certification Regime (SMCR) will come into 
effect on 9 December 2019 and will replace the current Approved Persons 
Regime. Due to the implications SMCR will have on the governance 
structures of firms and the responsibilities of senior managers, affected 
firms should start preparing sooner rather than later to ensure they have 
all the required processes in place ahead of the implementation date.

At a high level the regime only applies to firms authorised in the UK1. However, for individuals affiliated with UK authorised 
firms, SMCR has a wider scope and may apply whether based in the UK or overseas. The regime is comprised of the 1) Senior 
Managers Regime, 2) Certification Regime and 3) Conduct Rules.

Depending on the type of firm, the SMCR requirements will apply differently (see Annex 1 for a decision tree to work out your 
firm type). The vast majority of firms will be categorised as “Core Firms” which will be the focus of the rest of this paper. 

The UK’s Senior Managers and Certification regime 
for individuals based overseas

1) The Senior Managers Regime
There is no territorial limitation on the UK FCA’s Senior Managers Regime (SMR) meaning senior managers of UK financial 
services firms around the globe need personally to be aware of the new regime’s potential impact. SMR will apply to anyone 
who performs a Senior Management function for a firm in scope, whether they are based in the UK or overseas.

Who are Senior Managers?

Senior managers are “the most senior people in a firm with the greatest potential to cause harm or impact upon market 
integrity”. The FCA has defined six Senior Management Functions (SMFs) that Core Firms are required to allocate within their 
organisations. This will enable the FCA to know who the senior decision makers are within the industry, and to make sure 
firms clearly apportion certain responsibilities to key individuals. 

How might I be caught if based overseas?

Regardless of where you are based or from where you perform your function, you will be caught by the SMR if you perform 
any of the functions set out in the list below2. 

SMFs for core firms
SMF1 – Chief Executive This is the person(s) with responsibility, under the immediate 

authority of the governing body, for the conduct of the whole of 
the business (or relevant activities).

SMF3 – Executive Director A director of a firm, other than a Non-Executive Director.

SMF27 – Partner A partner in a firm, other than a limited partner in a partnership 
registered under the Limited Partnership Act 1907. (note that 
corporate partners are excluded from this regime)

SMF9 – Chair The person with responsibility for chairing, the governing body of 
the firm and overseeing its performance.

SMF16 – Compliance Oversight This is the person responsible for the compliance function in the 
firm and reporting to the governing body on compliance matters.

SMF17 – Money Laundering 
Reporting Officer

This is the person who has responsibility for overseeing the firm’s 
compliance with the FCA’s rules on systems and controls against 
money laundering.
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To ensure that Senior Managers are  
accountable for key conduct and 
prudential risks firms will also have  
to allocate certain prescribed 
responsibilities (PRs) to Senior  
Managers.  PRs are complementary  
to the general responsibilities for the 
Senior Manager and should be added  
to the SoR4. The PRs must be given to  
the Senior Manager who is the most 
senior person responsible for that 
activity or area. 

What does it mean to be a Senior Manager?

If you perform an SMF:

•	 You will need to be approved by the FCA before you can start the role 

All Senior Managers will be subject to pre-approval and supervision by the FCA. If you are currently an approved person, 
performing a Senior Manager role, the firm will not have to apply for re-approval. The function will automatically be 
converted to you under the new SMF. However, if you are not currently approved, or if additional approval is required, 
the firm will need to apply to the FCA.

•	 You will be subject to a ‘statement of responsibility’ 

The statement of responsibility (SoR) is a single document that every Senior Manager must have. It details the Senior 
Manager’s role and responsibilities and is focused on what the individual is responsible and accountable for within 
the firm. If a Senior Manager holds multiple SMFs, all the SMFs may be covered by one SoR as long as they are all 
performed for the same UK firm. The SoR must be shared with the FCA, kept up to date and resubmitted to the FCA 
whenever there is a significant change to it.

•	 You will have a duty of responsibility under UK law

Every person designated as a Senior Manager will have a duty of responsibility under English law. This means that if 
a firm breaches an FCA requirement, the Senior Manager responsible for that area could be held accountable if they 
didn’t take reasonable steps to prevent or stop the breach. The burden of proof lies with the FCA to show that the 
Senior Manager didn’t take the steps a person in their position could reasonably be expected to take to avoid the firm’s 
breach occurring.

•	 You will have to be assessed as fit and proper

Senior Managers must be fit and proper to do their jobs. Fitness and propriety must be assessed by the firm prior to 
hiring as well as annually.  The FCA provides guidance on how firms should undertake the assessment which includes 
taking into account the following factors: 

•	 You will be subject to regulatory references and criminal record checks

Firms must request a reference from candidates’ previous employers over the past six years (irrespective of industry) – 
known as ‘regulatory references’.  FCA authorised firms will be required to disclose information relating to this six year 
period, including any disciplinary action taken due to breaches of the FCA’s Conduct Rules and any findings that the 
person was not fit and proper. For past employers that were not FCA authorised or based outside the UK a firm should 
make best endeavours to receive the appropriate references.

Firms must undertake a criminal record check as part of each Senior Manager application. As part of its application to the 
FCA, for approval of an SMF, firms and candidates will need to declare to the FCA if a candidate has a criminal record (to the 
maximum extent allowed by law)5.

Ref. Prescribed Responsibilities for Core Firms3

(a) Performance by the firm of its obligations under the SMR, 
including implementation and oversight

(b) Performance by the firm of its obligations under the Certification 
Regime

(b-1) Performance by the firm of its obligations in respect of 
notifications and training on the Conduct Rules. 

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

(z) Responsibility for the firm’s compliance with CASS (if applicable) 

•	 honesty, integrity and reputation;

•	 competence and capability, including whether the person satisfies any relevant FCA training and competence 
requirements;

•	 financial soundness.
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2) The Certification Regime
Compared to the Senior Managers Regime, the Certification Regime has a territorial limitation. Generally, the regime is 
applicable to individuals based in the UK. However, the regime extends to individuals based overseas if i) they deal with UK 
clients or ii) the individual is a material risk taker caught by a UK remuneration code. It is important that firms are aware of 
the exact function performed by individuals based overseas and to whom they report. 

Who are Certified Function Holders?

The Certification Regime covers specific functions that are not SMFs but can have a significant impact on customers, the firm 
and/or market integrity. The FCA has set out the following Certified Functions (CFs) covered by the regime:

•	 Significant Management Function

•	 Proprietary traders 

•	 Cass Operational Oversight Function –  
current CF10a

•	 Functions subject to qualification requirements – 
e.g. mortgage advisers, retail investment advisers 
and pension transfer specialists

•	 Client dealing function – this function is expanded 
from the current CF30 function to cover any person 
dealing in or arranging investments with clients

•	 Anyone who supervises or manages a Certified 
Function but isn’t a Senior Manager

•	 Material Risk Takers – including prudential, 
operational, conduct and reputational risk. This CF 
includes anyone that is categorised as remuneration 
code staff. 

•	 Algorithmic trading – includes people responsible 
for approving the deployment of a trading 
algorithm or a material amendment thereof. It also 
includes anyone monitoring or deciding the use or 
deployment of a trading algorithm.

The Certification Regime only applies to employees. The definition of an employee is very wide and includes “anyone who 
personally provides, or is under an obligation to provide, services to the firm under an arrangement made between the 
firm and person providing the services or another person, and is subject to (or to the right of) supervision, direction or 
control by the firm as to the manner in which those services are provided”. This definition includes individuals seconded to 
the firm and contractors. It should, however, be noted that it does not apply to non-executive directors.  

How might I be caught if I am based 
overseas?

The Certification Regime applies to two types of 
overseas employees. First, the Certification Regime 
applies if the employee undertaking a CF is dealing 
with (i.e. has contact with) UK clients. If a person 
based overseas doesn’t deal with UK clients, 
but carries out one of the CFs, the Certification 
Regime won’t apply. Secondly, the Certification 
Regime applies to material risk takers under one 
of the FCA’s Remuneration Codes (e.g. AIFMD/
IFPRU/BIPRU remuneration codes), irrespective of 
whether the person deals with a UK client. Test if 
you are caught using the flowchart to right.

If you are already caught by the SMR you will only 
be caught by the Certification Regime if the CF role 
undertaken is different to what you are doing as a 
Senior Manager. 
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What does it mean to hold a Certified Function?

•	 You will no longer be approved by the FCA

Some individuals caught by the Certification Regime will 
already be approved by the FCA. Unless these individuals 
also perform a SMF, it will no longer be necessary to be 
approved by the FCA6. Going forward, it is the firm’s 
responsibility to certify individuals carrying out a CF.

•	 You will need to be certified

Individuals caught by the Certification Regime do not need to be approved by the FCA. However, individuals caught 
by the regime must be certified by the firm. As part of the certification the firm must issue a certificate which:

Each individual needs to be re-certified by the firm on an annual basis to ensure that they still meet the criteria set 
out above.

•	 states that the firm is satisfied that the person is fit and proper to perform the CF; 

•	 sets out the aspects of the firm’s business in which the individual will be involved.

•	 You will have to be assessed as fit and proper

Before the firm issues a certificate, it must check and confirm that the person is fit and proper to do the job. Similar 
to the SMF assessment process, when a firm assesses the individual’s fitness and propriety, the assessment must 
include factors such as honesty, integrity and reputation, competence and capability and financial soundness. The 
firm further must take into account whether the individual:

•	 has obtained a qualification;

•	 has undergone, or is undergoing, training;

•	 possesses a suitable level of competence.

•	 You will be subject to regulatory references

Similar to the SMF requirement, firms must request a reference for potential employees from past employers over 
the last six years, irrespective of industry – known as ‘regulatory references’. 
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3) The Conduct Rules
The Conduct Rules are comprised of nine rules that set the standard on how the FCA expects individuals working in the 
financial services industry to behave. The Conduct Rules are basic rules that will apply to almost every person working for a 
UK financial services firm, except for ancillary staff. 

Who are covered by the Conduct Rules?

The Conduct Rules apply to employees of a firm irrespective of whether they are directly approved by the FCA. The intention 
with the Conduct Rules is to improve standards of individual behaviour in financial services. The rules are a set of enforceable 
rules that set the basic standards of good personal conduct, against which the FCA intends to hold people accountable. The 
rules apply directly to individuals and will therefore help promote positive behaviour, shaping the culture and standards and 
policies of firms.

How might I be caught if I am based overseas?

The Conduct Rules apply to:

•	 all Senior Managers

•	 all Certified Functions

•	 all Non-Executive Directors (NEDs) who are not 
Senior Managers

•	 all other UK employees, except ancillary staff  
(i.e. people who don’t perform a role specific to 
financial services, see list to the right) 

The conduct rules therefore only apply to employees based 
overseas that are caught by the SMR, the Certification 
Regime and NEDs who are not Senior Managers. 

The rules apply to any financial services activities provided 
by the firm (including related ancillary activities – i.e. 
an activity carried on in connection with a regulated 
activity) irrespective of being regulated or not. By applying 
these rules to such a wide group of people the FCA aim 
to improve individual accountability and awareness of 
conduct issues across firms.

Ancillary Staff List not caught by the  
conduct rules

Receptionists Drivers

Switchboard Operators Cleaners

Post room Staff 
Data Controllers and 
Processors under the 
Data Protection Act 

Reprographics /  
Print room Staff 

Archive Records 
Management 

Property /  
Facilities Management 

Corporate Social 
Responsibility Staff 

Events Management Catering Staff

Security Guards Personal Assistants and 
Secretaries 

Invoice Processing 
Information 
Technology Support (i.e. 
Helpdesk) 

Audio-Visual 
Technicians Human Resources 

Vending Machine  
Staff 

Administrators / 
Processors

Medical Staff
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What does it mean to be caught by the Conduct Rules?

•	 You will need to adhere to the Conduct Rules

Everyone subject to the Conduct Rules will have to adhere to the applicable Conduct Rules at all times. The Conduct 
Rules are divided into two tiers. The first tier is a general tier and applies to everyone subject to the Conduct Rules. The 
second tier applies to Senior Managers only. It should be noted that NEDs who are not Senior Managers, are subject to 
the first tier rules, and also need to adhere to SC4 in the Second Tier (set out in the list below). 

First Tier – Individual Conduct Rules 
1. You must act with integrity 

2. You must act with due care, skill and diligence 

3. You must be open and cooperative with the FCA, the PRA and other regulators 

4. You must pay due regard to the interests of customers and treat them fairly 

5. You must observe proper standards of market conduct 

Second Tier – Senior Manager Conduct Rules 

SC1 You must take reasonable steps to ensure that the business of the firm for which you 
are responsible is controlled effectively 

SC2
You must take reasonable steps to ensure that the business of the firm for which you  
are responsible complies with the relevant requirements and standards of the  
regulatory system 

SC3
You must take reasonable steps to ensure that any delegation of your responsibilities 
is to an appropriate person and that you oversee the discharge of the delegated 
responsibility effectively 

SC4 You must disclose appropriately any information of which the FCA or PRA would 
reasonably expect notice

•	 You will need to be trained

Firms need to ensure that all relevant staff have received appropriate training on how the Conduct Rules apply to  
their role.

•	 The FCA will be informed of all breaches

The FCA needs to be notified when a disciplinary action has been taken against a person for a Conduct Rules breach. 
Notification of disciplinary action is only required if that action was because of Conduct Rule breaches. If a Senior 
Manager breaches the Conduct Rules the FCA should be notified within 7 days. For other individuals, notification is done 
annually through GABRIEL, the FCA’s online reporting system. 
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Annex 1 – Working out your firm type

Footnotes
1. The regime also applies to incoming branches operating in the UK. The FCA expect most branches to be able to identify 
Senior Managers who are primarily based in the UK.

2. For non-core Firms different categories will apply.

3. An Authorised Fund Manager (AFM) is captured by an additional PR: Responsibility for an AFM’s value for money 
assessments, independent director representation and acting in investors’ best interests. 

4. The PRs do not apply to Limited Scope Firms and EEA branches. For other categories of firms different PRs will apply.

5. Where a candidate has spent a considerable amount of time working or living outside the UK, firms should consider 
undertaking an equivalent check with the appropriate overseas body where available.

6. The CF30 (customer) function will automatically be removed from the FCA register.

Are you a firm that is 
currently exempt from the 
Approved Persons Regime?

Are you a firm that is  
currently subject to a limited 
application of the Approved 

Persons Regime?

You are not an  
SM&CR firm

You are a limited  
scope SM&CR firm

You are a Core SM&CR firm unless one of the following applies:

You are a 
Significant 
IFPRU firm

You are a  
Large CASS 

firm

You are a 
firm with 

Assets under 
Management 

of £50 billion or 
more as a three 

year rolling 
average

You are a firm 
with total 

intermediary 
regulated 
business 

revenue of 
£35 million 

or more 
per annum, 

calculated as 
a three year 

rolling average

You are a firm 
with annual 

revenue 
generated 

by regulated 
consumer 

credit lending 
of £100m 
or more 

calculated as 
a three year 

rolling average

You are a 
mortgage 
lender or 

administrator 
(that is not 

a bank) 
with 10,000 

or more 
regulated 

mortgages 
outstanding

You are an Enhanced SM&CR firm


