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Some common misconceptions

SM&CR is owned by Minimal crossover and
Compliance linkage with other systems
and processes

SM&CR is just an iteration
of the Approved Person’s

Regime

No involvement needed SM&CR does not involve
from other business any sensitivities for
functions individuals



1. Introduction



Enforcement

A 60% of fines levied against individuals
A Mainly against directors
A Average £570,000

A They were responsible

A Rode roughshod over proce
ignored them and colle

A Or simply had no
A Their empir




Are we truste
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Consumer perspective

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

A Insurers command trust but not loyalty

A Understanding of price comparison websites v
by age (57% of 25-34 and over 65 23%)

A Regulation is driving increased acco
A Differential pricing can cause h
A Value should be expecte
AFirmsoé po
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Harm indicators

Being sold unsuitable products; poor customer
service/treatment

mportant consumer needs are not met
pecause of gaps in the existing range of
nroducts, consumer exclusion, lack of market
resilience

Prices too high or quality too low
Customers with unsuitable cover/i

Customers not being provi
Information

Customers unaw




10.

11.

12.

Cont é

Customers not being treated fairly when they
complain

Vulnerable customers

Sales culture that is not Iin the interests of
customers

Pressure selling leading to poor out
customers

Failure to understand requi
cust omer so

Lack of effective
NED board c







Veracity Index 2018 - all professions

“Now I will read you a list of different types of people. For each would you tell me if you generally trust them to tell the truth, or not?”

Nurses T 96%
Doctors [ 92%
Teachers T 39%
Engineers T 879
Professors I 86%
Scientists I 859
U s e — (] 37
Members of the Armed Forces I 78%
The Police T 76%
Television news readers T 62%
Clergy/priests I 62%
The ordinary man/woman in the street e 62%
Civil Servants [, G2 %
Polisters . 529%
Charity chief executives " 4%
Trade union officials . 45%
Bankers I 1
Local councillors I 40%
Business leaders N 34%
Estate agents [N 30%
Journalists [N 26%
Government Ministers [N 2%
Politicians generally [ 19%

Advertising executives NS 1% % trust to tell the truth

Base: 1,001 British adults aged 15+, fieldwork 12 - 21 October 2018




2. Overview
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The Senior Managers and Certification Regime:
Guide for FCA solo-regulated firms

July 2018

y

Read Me!
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Finalised guidance

FG19/2 Senior Managers and Certification
Regime: Guidance on statements of
responsibilities and Responsibilities

Maps for FCA firms

March 2019
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Preambl ecé

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

A Senior Insurance Managers regime (March 2016)
appli es to I nsurers, reli
Agents

A Senior Managers and Certification Regime al
rolled out at the same time to banks coveri
all employees

A Following the Bank of England
Services Act 2016 will be
regulated firms (who
prudential and co




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

A Aims to reduce harm to consumers and
strengthen market integrity by making individual
more accountable for their conduct and
competence.

A Further aims to:

I encourage a culture of staff at
responsibility for their acti

T make sure firms and
demonstrate wh




A Accountability 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

A SMs have a very close link to the ¢
the business - tone from the top/i

A The business will require
be in place re perfor
reviews/remuner




Applicability?

A The proposals relate to all firms regulated by the FCA

A As well as the firms themselves, the proposals will affect
everyone performing financial services roles at thos
Institutions

A The proposals do not extend to approved
iIndividuals at Appointed Representati



Scope

1. Limited
reduced set of requirements
2. Core
standard set of requirements
3. Enhanced
where regulated |
| additional




The impact on individuals & firms

Senior Managers

«  Training +Ongoing screening

« Updated employment «  Approval before doing
contract the role
«  Updated job description  + Full handover on
Senior « Fitness & Propriety departure
Managers attestation « Learning & development

Regime

Certification Staff

+ Training + Fitness & Propriety
«  Updated employment attestation
contract + Ongoing screening
«  Updated job description  + Annual Certification
« Learning & development

« Training + Ongoing assessment
+  Awareness « Learning & development

Certification Regime

Conduct Standards



a. Senior
Managers



Senior Managers Regime

Focuses on the
most senior
people

Approved by Duty of
the FCA Responsibility

Criminal
Records
Checks

Statement of Regulatory
Responsibility References

Prescribed Senior Manager

Responsibilities | Conduct Rules [ Sonduct Rules

Different Senior Management Functions (SMFs) and
Prescribed Responsibilities (PRs) apply to different
tiers




Senior Managers

A Only exec directors and partners and the
chair of a board

A Will incl those with overall responsibility for
key activities and business areas (Senior
Management Functions) along with certai
Prescribed Responsiblilities

A Statement of Responsibilities
responsibilities and all SM
Duty of Responsibility

A Annual certificati




Core SMFs

There are 6 SMFs within the Core SMRE, and these are set out in the table below.

SMFs for Core firms

Function Name

Governing Functions

Description

SMF1 —Chief Executive

This is the personis) with responsibility, under the immediate authority of
the governing body, for the conduct of the whole of the business (orrelevant
activities). Mote: Although the Chief Executive is the most senior member
of an executive team, it does not mean that a firm's governing body cannot
gllocate specific responsibilities to other Senior Managers.

SMF3 - Executive
Director

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

SMF27 - Partner

A partnerin a firm, other than a limited partnerin a partnership registered
under the Limited Partnership Act 1907,

SMFS - Chair

The person with responsibility for chairing, and overseeing the performance
of the role of, the gowverning body of the firm.

Required Function s?

SMF16— Compliance
COwersight

Thisis the person responsible for the compliance function in the firm and
reporting to the governing body on this.

SMF17 —Money
Laundering Reporting
Officer

Thisis the person who has responsibility for overseeing the firm's
compliance with the FCA's rules on systems and controls against
money laundering.

The SMFS — Chair is the only approved function that can be held by a Non-Executive
Director (NED). Other NEDs currently approved to hold the CFZ function under the
APR will no longer need to be approved by us, and their existing approval will lapse at
the start of the new regime.

These NEDs will, however, still be subject to our Conduct Rules, fit and proper
requirements and regulatory reference rules, as set out in Section 11.




| Statement of Responsibilities

A Needed for every SM and submitted to FCA
at approval stage (not at conversion)

A Must be kept up to date and any significant
changes have to be submitted to FCA (wh
prescribed responsibilities are added
removed or where responsibilitie
amongst SMs)

A FCA template i what
and accountable




Il Duty of responsibility

AThis will enhance the FC
powers against the firm and also against an
individual

A If a firm breaks a requirement then a S
(and/or firm) can be held account

reasonable steps have been
or stop that breach

A Down to FCA to p




Il Prescribed Responsibilities

A These are NEW

A Must be given to a SM i the most senior for
that area

A In addition to inherent responsibilities

A Should have sufficient authority,
and competence

A Will apply to core and e
A Can be shared



Tick SMF applied for or held

Core firms
Description of | Limited
Senior senior scope Third Enhanced
management | management | SMCR country | SMCR Effective
function function firms branches | firms Date
ChiefExecutive | | & | | | | 09/12/2019
Does this
Prescribed Is this Prescribed
Prescribed Responsibility (Applicable to UK | Responsibility Responsibility
Ref Core SMCR firms apply? shared?
a Responsibility for the firm’s performance of
its obligations under the senior Yes Yes
managers regime
b Responsibility for the firm’s performance of Ves Yes
its obligations under the certification regime
b-1 Responsibility for the firm’s obligations for:
(a) conduct rules training; and Yes No
sz conduct rules reeorting.

Ref Prescribed Responsibility Further Relevant Details
a Responsibility for the firm’s performance of | This responsibility is shared with
its obligations under the senior Maria R (IRN12345) who is the
managers regime departing CEO, as part of
the handover.
b Responsibility for the firm’s performance of | This responsibility is shared with

its obligations under the certification regime

Maria R (IRN12345) who is the




Chairman of the Board

A They WILL need to apply for approval using a
Form K as currently FCA only have them
down as a CF2 1 approval as a NED

A They will then be an SMF9



b. Certification



Certification Regime

Roles that can
have a big impact
on customers,
markets or the firm

8 O60Cert i
Functi ons
In our Handbook

Not approved by
the FCA

Annual certification Regulatory
by firm References

Conduct Rules

The Certification Regime applies in the same way to
every tier




Certification

A Individuals (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

A Those in legal, compliance and audit could be in sc
(do you have any CF28/29s now?) and those t
oversee CASS and any supervisor or man
someone who is a certified person

Alf roles do not
Certifled Regime

A Current CF30s (custo




c. Fit and Proper



Fithess & Propriety — what is it?

Personal -
good repute

Personal - Regulatory

: integrity References
Fithess &

Propriety Competence /

knowledge /
experience

Criminal
Records Checks

Relevant
Qualifications

Fitness & Propriety applies to all Senior Managers and Certification
Staff and to NEDs even if not Senior Managers




Fit and Proper

A Firms to assess whether SMs, NEDs and certified
Individuals are fit and proper

ADonodot forget firms st i
of Agood reputeo as pe

A At least an annual assessment

A SMs and NEDs must have a criminal r
undertaken and DBS registration
needed/umbrella body

A References will also be
certified individuals




Criminal record check?

SYSC2834R-1n considering a per son
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 crim
related to financial activities; and

(2) has not previously been decla

A unless they have been re
with national law.



Regulatory references

A Firms will need to request regulatory references
going back 6 years

A Firms will therefore need to keep such
iInformation going back 6 years about current and
former staff so that they will be able to give fai
and accurate references

A Standard template to enable shari
A To cover disciplinary action,
A No non-disclosure agr
A A SM to be resp




FCA Website PRA Rulebook Glossary Useful Links Contact Us

FINANCIAL
CONDUCT Search the Handbook Q
AUTHORITY
Advanced Search
Home RE®Naehlo@ What's New Instruments Forms  Guides JonUp MyFCA

Home >> FCAHandoook >> SYSC >> SYSC22 >> SYSC 22 Annex 1 Template for requiatory references...

Table of Contents HHI Instruments

SYSC 22 Annex 1 Template for regulatory references

@ Latest

(OBmseyoies given by relevant authorised persons and disclosure
" Show fmelne requirements
0710312017 Part One: Form of Template
Content Options
v @ Rules Guide fo using this template:
r @ Legal Instruments

Each question must be answered. Where there is nothing fo disclose, this should be

confimed by ticking the “No box for the relevant question.

( % Add to favourites |



d. Conduct Rules



Conduct Rules

Be open and
Act with due care, cooperative with
skill and diligence the FCA, PRA and
other regulators

Act with integrity

Pay due regard to
the interests of
customers and

Observe proper
standards of
market conduct

treat them fairly

The Conduct Rules apply to almost all staff in the same
way to every tier




Sitting over t he

A Staff will have to pay due regard to the
Interests of customers and treat them fairly
(note already PRING for the firm BUT now
extends to all staff)

ASMs to discl ose
PRIN11 does this now)

A All relevant staff can




Who will be subject to them?

A SMs

A Certified Individuals

A NEDs

A All other employees (ex ancillary staff)
A Firm to make staff aware and train them

A Where Conduct Rules are breache
/ days for SMs and annually for

applies)
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Key elements — Conduct Rules / Standards

1st Tier — Applies to (nearly) all

2"d Tier — Senior Managers must take

staff — You must:

reasonable steps to ensure:

’~

The business of the firm for which you
are responsible is controlled
effectively

!

Act with integrity

Act with due care, >

skill and diligence ‘The business of the firm for which you |

__| are responsible complies with the
relevant requirements & standards of

Be open and honest with the \ the regulatory system J
regulators . .
Any delegation of responsibilities is to

» an appropriate person and you

Pay due regard to the interests oversee the discharge of t¥|e

of customerfs; ;I';d treat them _ delegated responsibility effectively

Disclosure of any information of

Observe proper standards of w— which the FCA or PRA would
market conduct reasonably expect to have notice *

* Applies to NEDs together with the First Tier Rules




Relevant Training

A SMs and Certified Staff will have had to have been trained
and abide by the Conduct Rules from 9 December 2019

A Other staff have 12 months (to incl training and re
requirements) from this date (by 8 December



Reporting

A Annual notification will be needed even if no breaches have
occurred (an annual report via Gabriel made in October

A Formal written warnings, suspension or dismissal
recovery/reduction of remuneration/commissi
need to be reported



e. What next?



Core and Limited Scope firms: what do | need to submit?

The diagram provides a non-exhaustive summary of the most common scenarios
explained in this section.

Are 2l of the indrviduals willing to perform

Whenwouldthe
~ - >3 B
senior mansgement functons?

W

=k uptheroe?

Does the firm need
aNEDChar?

Dossths firm have N
2n Executive Chair™

v W W
SubmiFormAandScRto
SubmEFom O the Mappabis nd idusis sy forbrecuteChars SubmEFormm K o notfy
remanngmapostie vilbe sutomatcal, hold SMPIinadditionto comersionofCE2and SESTRAE R/ e
A3 g mmm 5 ndiiduavdthenbe
iduslsvidbes coneradurisss s 3 SMFS theramandervdos Eorn AandSoR
conertec Form Cis submissd Sk s S e aumomaticaly converted e
Spprovsdindiidusisvilbs uniesssForm Cissubenicied =
sutomatical, comeerted
uniessForm Cis suorittad







