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1. Introduction



Enforcement

Å60% of fines levied against individuals

ÅMainly against directors

ÅAverage £570,000

ÅThey were responsible

ÅRode roughshod over processes or 

ignored them and colleagues

ÅOr simply had none

ÅTheir empire, lazy, greedy, etc.



Are we trusted?





Consumer perspective

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

ÅInsurers command trust but not loyalty

ÅUnderstanding of price comparison websites varies 
by age (57% of 25-34 and over 65 23%)

ÅRegulation is driving increased accountability

ÅDifferential pricing can cause harm

ÅValue should be expected

ÅFirmsô poor compliance can also lead to harm



Harm indicators

1. Being sold unsuitable products; poor customer 
service/treatment

2. Important consumer needs are not met 
because of gaps in the existing range of 
products, consumer exclusion, lack of market 
resilience

3. Prices too high or quality too low

4. Customers with unsuitable cover/invalid cover

5. Customers not being provided with appropriate 
information

6. Customers unaware of high excesses



Conté

7. Customers not being treated fairly when they 
complain

8. Vulnerable customers

9. Sales culture that is not in the interests of 
customers

10. Pressure selling leading to poor outcomes for 
customers

11. Failure to understand requirements around 
customersô demands and needs

12. Lack of effective governance, e.g. independent 
NED  board challenge







2. Overview







Preambleé

ÅFCA believe that holding individuals to account is a 
key component of effective regulation

ÅSenior Insurance Managers regime (March 2016) 
applies to insurers, reinsurers, Lloydôs and Managing 
Agents

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

ÅFollowing 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



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

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

ÅFurther aims to:

ïencourage a culture of staff at all levels taking personal 
responsibility for their actions 

ïmake sure firms and staff clearly understand and can 
demonstrate where responsibility lies



ÅAccountability 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

ÅSMs have a very close link to the culture of 
the business - tone from the top/influence.

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



Applicability?

ÅThe proposals relate to all firms regulated by the FCA

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

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



Scope

1. Limited

reduced set of requirements

2. Core

standard set of requirements

3. Enhanced

where regulated income >£35m

ïadditional requirements





a. Senior 

Managers



Senior Managers Regime

Focuses on the 
most senior 

people

Approved by 
the FCA

Duty of 
Responsibility

Statement of 
Responsibility

Regulatory 
References

Criminal 
Records 
Checks

Prescribed 
Responsibilities

Senior Manager 
Conduct Rules

Conduct Rules

Different Senior Management Functions (SMFs) and 

Prescribed Responsibilities (PRs) apply to different 

tiers



Senior Managers

ÅOnly exec directors and partners and the 
chair of a board

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

ÅStatement of Responsibilities (SoR) to set out 
responsibilities and all SMF holders to have 
Duty of Responsibility 

ÅAnnual certification by firm re suitability





i Statement of Responsibilities

ÅNeeded for every SM and submitted to FCA 

at approval stage (not at conversion)

ÅMust 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)

ÅFCA template ïwhat are they responsible 

and accountable for



ii Duty of responsibility

ÅThis will enhance the FCAôs enforcement 

powers against the firm and also against an 

individual

ÅIf 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

ÅDown to FCA to prove



iii Prescribed Responsibilities

ÅThese are NEW

ÅMust be given to a SM ïthe most senior for 
that area

ÅIn addition to inherent responsibilities

ÅShould have sufficient authority, knowledge 
and competence

ÅWill apply to core and enhanced firms

ÅCan be shared





Chairman of the Board

ÅThey WILL need to apply for approval using a 

Form K as currently FCA only have them 

down as a CF2 ïapproval as a NED

ÅThey will then be an SMF9



b. Certification



Certification Regime

Roles that can 
have a big impact 

on customers, 
markets or the firm

8 óCertification 
Functionsô set out 
in our Handbook

Not approved by 
the FCA

Annual certification 
by firm

Regulatory 
References

Conduct Rules

The Certification Regime applies in the same way to 

every tier



Certification

ÅIndividuals (not senior managers) certified fit and proper 
by the firm initially and on an ongoing basis to perform a 
function(s) where they have a significant impact on the 
firm/customers

ÅThose in legal, compliance and audit could be in scope 
(do you have any CF28/29s now?) and those that 
oversee CASS and any supervisor or manager of 
someone who is a certified person

ÅIf roles do not currently apply you donôt need to apply the 
Certified Regime

ÅCurrent CF30s (customer function)?



c. Fit and Proper





Fit and Proper

ÅFirms to assess whether SMs, NEDs and certified 
individuals are fit and proper

ÅDonôt forget firms still have to ensure that all staff are 
of ñgood reputeò as per IDD

ÅAt least an annual assessment

ÅSMs and NEDs must have a criminal records check 
undertaken and DBS registration may be 
needed/umbrella body

ÅReferences will also be needed for SMs, NEDs and 
certified individuals



Criminal record check?

SYSC 28.3.4R - In considering a personôs repute the 
firm must at a minimum ensure:

(1) has a clean criminal record or any other national 
equivalent 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,

Åunless they have been rehabilitated in accordance 
with national law.



Regulatory references

ÅFirms will need to request regulatory references 

going back 6 years

ÅFirms will therefore need to keep such 

information going back 6 years about current and 

former staff so that they will be able to give fair 

and accurate references

ÅStandard template to enable sharing

ÅTo cover disciplinary action, complaints, etc

ÅNo non-disclosure agreements

ÅA SM to be responsible for this





d. Conduct Rules



Conduct Rules

Act with integrity
Act with due care, 
skill and diligence

Be open and 
cooperative with 

the FCA, PRA and 
other regulators

Pay due regard to 
the interests of 
customers and 
treat them fairly

Observe proper 
standards of 

market conduct

4 additional rules 
apply to Senior 

Managers

The Conduct Rules apply to almost all staff in the same 

way to every tier



Sitting over the topé

ÅStaff 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)

ÅSMs to disclose óissuesô to the FCA (again 

PRIN11 does this now)

ÅAll relevant staff can now be fined



Who will be subject to them?

ÅSMs

ÅCertified Individuals

ÅNEDs

ÅAll other employees (ex ancillary staff)

ÅFirm to make staff aware and train them

ÅWhere Conduct Rules are breached FCA to be notified within 
7 days for SMs and annually for other staff (but PRIN 11 still 
applies)





Relevant Training

ÅSMs and Certified Staff will have had to have been trained 

and abide by the Conduct Rules from 9 December 2019

ÅOther staff have 12 months (to incl training and reporting 

requirements) from this date (by 8 December 2020)



Reporting

ÅAnnual notification will be needed even if no breaches have 

occurred (an annual report via Gabriel made in October)

ÅFormal written warnings, suspension or dismissal and 

recovery/reduction of remuneration/commission clawback will 

need to be reported



e. What next?






