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On 9th December 2019, the Senior 

Managers & Certification Regime 

(SM&CR) will come into effect 

throughout the UK. The regime—

which will be implemented and 

enforced by the Financial Conduct 

Authority (FCA)—will replace the 

current FCA Approved Persons 

Regime. This regulatory change will 

impact all FCA solo-regulated firms, 

which means that any organisation 

that provides financing options for 

their customers must comply with 

the SM&CR. 

Overview of the SM&CR 

The FCA—an independent, non-

governmental body responsible for 

regulating the UK’s financial services 

industry—is implementing the 

SM&CR to enforce a culture of 

protecting customers and their 

finances.  

At a glance, the SM&CR will require 

employees within an organisation to 

be held accountable for their conduct 

and competence when providing 

financial services. Most importantly, 

individual staff members will need to 

take personal responsibility for their 

actions. 

Under this new regime, any staff 

members who carry out functions 

that could pose a risk of significant 

harm to the organisation or its 

customers must now be assessed and 

deemed fit for the role by the 

organisation. 

With this in mind, the SM&CR will 

require organisations to provide the 

FCA with more detailed information 

on individuals’ responsibilities. 

Further, organisations will need to 

regularly train and monitor their staff 

to ensure competence and conduct. 

Who Needs to Comply? 

While the SM&CR has applied to 

banks, credit unions, building 

societies and dual-regulated 

investment businesses since 2016, 

the regime will now extend to any 
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organisation that provides financing 

options for their customers.  

The SM&CR will also apply to any 

overseas-based individuals 

performing important functions for 

FCA-regulated organisations, as well 

as individuals based in the UK branch 

of an overseas organisation. 

How to Comply 

Failure to comply with the SM&CR 

can have serious consequences. The 

FCA stated that it won’t hesitate to 

take action against organisations for 

not ‘taking reasonable steps’ to 

ensure SM&CR compliance. In fact, 

previous FCA conduct breaches have 

resulted in fines of up to six figures.  

What’s more, the SM&CR will provide 

the FCA with the ability to hold 

specific individuals (eg senior 

managers) accountable for a 

breach—leaving them to pay the full 

costs of non-compliance. 

Consider the following guidance 

when preparing your organisation for 

the SM&CR:   

 Confirm your classification—

Different SM&CR standards apply 

to various types of organisations. 

With this in mind, it’s important to 

confirm your organisation’s 

classification (eg Core, Limited or 

Enhanced) to understand which 

regime you are required to follow.  

 Determine functions and 

responsibilities—You will then 

need to decide which senior 

managers will be responsible for 

conducting any regulated activities 

in your organisation, also known as 

senior management functions 

(SMFs). Keep in mind that your 

senior managers must be 

approved by the FCA. When 

deciding which senior managers 

will hold SMFs, be sure they can be 

trusted with their responsibilities 

by conducting a criminal record 

check. Individuals that hold SMFs 

will also need to have a written 

statement of responsibility in place 

that clearly documents their role. 

 Utilise documentation—Lastly, 

make sure your SM&CR 

compliance is properly 

documented and reflected within 

workplace policies, procedures 

and best practices.  

For more guidance and insurance 

solutions, contact Crendon Insurance 

Brokers Ltd today. 
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