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SNAPSHOT
Senior
Managers &
Certification
Regime
It’s time to get
implementing

What is the Senior Manager and
Certification Regime?

Why is it important to the
financial services market?

Senior Managers and Certification Regime
(SMCR), or the Individual Accountability
Regime (IAR) as we previously referred to
it, consists of the Senior Managers Regime
(SMR), Certification Regime and Conduct
Rules and it came into play in March 2016 for
banking entities.

The regime as a whole, and the Senior
Managers Regime in particular, has attracted
a huge amount of media and boardroom
attention since it was first rolled out.
Implications for individuals can include
unlimited personal fines and lifelong industry
bans if a regulatory breach occurs within a
Senior Manager’s business area or relates to
one of their responsibilities. Consequently,
the regime has brought about immediate
changes in behaviour and increased rigour
and diligence from impacted individuals.

• To comply with SMR, firms must demonstrate
that top level executives and Non-Executives
Directors are fit and proper to run the
business and to be wholly accountable for
specific responsibilities, for which they must
also receive regulatory approval.
• Under the Certification Regime, firms
must take reasonable care to ensure that
employees performing a ‘significant harm
function’ have been certified as fit and
proper to do so, removing this responsibility
from the regulators.
• The third aspect of the regime are the
Conduct Rules, which sets standards that
must be adhered to by all employees,
except a small number of ancillary staff,
with any breaches being reported to the
regulators. This includes new Conduct
Rules that require Senior Managers
to demonstrate that they have taken
‘reasonable steps’ to prevent, stop and
remedy any contraventions within their part
of the business.
At present, the regime only applies to deposit
taking banks; however in July 2017 the FCA
and PRA released consultation papers on
increasing the scope to cover the entire
financial services industry. This will mean a
change from the regime applying to less than
1,000 banks to over 50,000 financial services
organisations through 2018 and 2019.

However, Senior Managers are only a very
small population and the full regime captures
the majority of the UK workforce and brings
widespread operational changes, which firms
must implement to ensure compliance with
the rules.
At BCS, we have been involved in IAR from
its very early stages. Being there from when
the initial media rumours started and the
first regulatory consultations, we’ve been
able to get several steps ahead of many
of our competitors. We have built on our
knowledge across a series of engagements,
building deep subject matter expertise with
every project and challenge we have faced.
This includes mobilising and running a new
function of 10 people at a universal bank to
support the BAU operations of the regime.
We understand exactly what it takes for firms
to remain compliant with the rules and this
experience has helped us to identify many
unintended consequences of the regime.

Since it went live there haven’t been any high
profile prosecutions or fines being imposed
on individual Senior Managers. Whilst some
of the hype ahead of the regime has gone
away, we have started to see banks and
Senior Managers increasingly focusing on
how they can demonstrate ‘reasonable steps’.
We have had a number of opportunities to
help our clients with this, having designed a
‘reasonable steps’ framework and developed
an approach that uses scenarios to stress
test their ability to evidence them.

In response, we have developed a BCS
approach based on our extensive experience
which will help impacted firms to achieve and
maintain compliance with the rules. The BCS
approach maximises value for new clients by
significantly compressing implementation
timelines to less than twelve weeks. Our
predefined artefacts and tools enable us
to demonstrate rapid output, which has a
huge impact as the implementation timeline
is substantially shorter than clients would
face internally with no prior knowledge or
experience of the regime.

What’s the BCS view on it?

For firms facing the challenge of meeting
the rules, this accelerated implementation
will enable them to spend more time training
individuals and embedding operations before
the regime goes live, with time to refine them
as required. This is much more likely to result
in the firm achieving the right design for their
organisation and full compliance with the
rules to avoid regulatory fines.

We believe that in the early stages of
the regime, it is likely that we will see the
regulators coming down hard on firms
for non-compliance with the rules or for
thinking they can just continue with current
practices or shared accountability. As such,
firms must focus on ensuring that their BAU
operations are effective in achieving ongoing
compliance with the rules.
The long awaited FCA and PRA consultation
papers on the extension of the regime
thankfully confirmed our predictions that the
rules will be almost entirely consistent with the
existing rules for banks. This has also reiterated
how valuable our experience and knowledge
will be as the regime is rolled out to the full
range of financial services organisations,
including asset managers and insurers.

Who should you speak
to about it?
Dan Ridler, Director,
is our SMCR lead. You can contact him at
Daniel.Ridler@bcsconsulting.com
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