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EXTENDED SENIOR MANAGERS AND CERTIFICATION
REGIME OVERVIEW: CORE AND ENHANCED FIRMS

Key:

\/Applicable to both Core and Enhanced Firms
Applicable to Enhanced Firms only
Applicable to EEA branches
Applicable to Non-EEA branches
Applicable to Core Firms only

o/ SMF1 - Chief Executive
/SMF2 - Chief Finance Function

// SMF3 - Executive Director
/ SMF4 - Chief Risk Function
/SMFS - Head of Internal Audit
/SMF7 - Group Entity Senior Manager
/ SMF9 - Chair
/SMF]O - Chair of the Risk Committee
o/ SMFT1 - Chair of the Audit Committee

/ SMF12 - Chair of the Remuneration
Committee

Senior

Senior Management Functions

/SMF13 - Chair of the Nominations Committee

/SMF14 - Senior Independent Director
//SMF]G - Compliance Oversight

//SMFW - Money Laundering Reporting Officer

/SMF18 - Other Overall Responsibility

‘/SMF19 - Head of Third Country Branch

SMF21 - EEA Branch Senior Manager
/SMF24 - Chief Operations Function
/+/ SMF27 - Partner

\/

Impact

i

i
i

i
i
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Firms must vet fitness and propriety
upon appointment and at least
annually thereafter

Regulatory pre-approval required

Regulators can attach conditions
and/or time limits to approvals and
can vary approvals

Duty of responsibility applies

New conduct rules apply and firms
must provide training on these

Statement of Responsibility must be
produced for each SMF

FCA must be notified of any breach of
conduct rules within 7 business days (if
disciplinary action taken)

Regulatory references and criminal
records checks required

Firms must have Responsibility Maps
setting out governance arrangements
and allocation of responsibilities

Handover procedures required for
Senior Managers

Managers Prescribed Responsibilities

PRI - Performance by the firm of its
obligations under the Senior Managers
Regime, including implementation
and oversight

/‘/ PR2 - Performance by the firm of its
obligations under the Certification Regime

PR3 - Performance by the firm of its
obligations in respect of notifications and
training of the Conduct Rules

PR4 - Responsibility for the firm’s policies
and procedures for countering the risk
that the firm might be used to further
financial crime

/PRS - Responsibility for the firm’s
compliance with CASS (if applicable)

PRG6 - Responsibility for ensuring the

governing body is informed of its legal

and regulatory obligations

/‘/ PR7 - Responsibility for an AFM’s value

for money assessments, independent
director representation and acting in
investors’ best interests

PR8 - Compliance with the rules relating

to the firm’s Responsibilities Map

PR9 - Safeguarding and overseeing the
independence and performance of the

internal audit function (in accordance
with SYSC 6.2)*

PRI10 - Safeguarding and overseeing

the independence and performance of
the compliance function (in accordance

with SYSC 6.1)*

PR11 - Safeguarding and overseeing the

independence and performance of the
risk function (in accordance with SYSC
71.21R and SYSC 71.22R)*

‘/ PR12 - If the firm outsources its internal
audit function, taking reasonable steps
to ensure that every person involved
in the performance of the service is
independent from the persons who
perform external audit

PR13 - Developing and maintaining the
firm’s business model

/ PR14 - Managing the firm’s internal
stresstests and ensuring the accuracy
and timeliness of information
provided to the FCA for the purposes
of stress testing

Further Prescribed Responsibilities
for Non-EEA Branches

PR6 - Responsibility for management
of the UK branch’s risk management
processes

PR7 - Responsibility for the firm’s
compliance with the UK regulatory
system applicable to the UK branch

/ PR8 - Responsibility for the escalation

of correspondence from the PRA, FCA
and other regulators in respect of the
firm to the governing body and/or
management body of the UK branch,
or where appropriate, of the parent
undertaking or holding company of the
UK branch’s group

*These roles should be allocated,

where possible, to a Senior Manager
who is a NED

Certification Functions

Certification
Functions

It includes:

* “Material Risk Takers” (MRTs)

® Former SIFs who are not SMFs (eg.
significant management function,
proprietary traders and CASS
oversight function)

Applies to functions that are not SMFs but involve, or might involve, a risk of “significant harm” to the firm or any of its customers.
Territorial restriction applies (except for MRTS).

® Functions that are subject to qualification requirements

® Client dealing function
® Algorithmic traders

® Anyone supervising or managing Certification Staff

Impact

Firms must assess fitness and propriety
(for each separate certification function)
upon appointment and at least

annually thereafter

If a firm cannot certify an individual as fit
and proper to perform their role, the firm
must remove the individual from the role

New conduct rules apply and firms must
provide training on these

* FCA must be notified of any breach of

conduct rules annually (if disciplinary
action taken)

® Regulatory references required
* No regulatory pre-approval is required
¢ |ndividual accountability to the FCA.

A breach of conduct rules could result
in a prohibition and a fine

Conduct Rules Staff

Territorial restriction applies.

Conduct

‘/Business staff
Rules

/HR team
/Compliance team
/Risk team

S

X Receptionists
X Personal assistants/secretaries
X Catering staff
X HR administrators/processors

X Data controllers and processors

All other staff are also subject to conduct rules, except ancillary staff (ie. staff that do not perform a role specific to financial services).

SN T~

Impact

New conduct rules apply and firms must
provide training on these

FCA must be notified of any breach of
conduct rules annually (if disciplinary
action taken)

Individual accountability to the FCA.
A breach of conduct rules could result
in a prohibition and a fine

® Only applicable in relation to the firm’s

regulated and unregulated financial
services activities (including any related
ancillary activities)

* No regulatory pre-approval is required
® No assessment of fitness and propriety

is required

(Proposed rules per FCA CP 17/25 dated July 2017)
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Getting in touch

When you need a practical legal solution for
your next business opportunity or challenge,
please get in touch.

London
Adelaide House, London Bridge
London EC4R 9HA England

Nathan Willmott
Tel: +44 (0)20 3400 4367
nathan.willmott@blplaw.com

Polly James
Tel: +44 (0)20 3400 3158
polly.james@blplaw.com

Adam Jamieson
Tel: +44 (0)20 3400 3251
adam.jamieson@blplaw.com

Clients and work in 130 countries, delivered via offices in:

About BLP

Berwin Leighton Paisner is an award-winning,
international law firm. Our clients include over

50 Global Fortune 500 or FTSE 100 companies.
Our global footprint of 13 international offices has
delivered more than 650 major cross-border
projects in recent years, involving up to

48 separate jurisdictions in a single case.

The Firm has won eight Law Firm of the Year titles,
is independently ranked by Chambers and the Legal
500 in over 65 legal disciplines and also ranked in
'the top 10 game changers of the past 10 years' by
the FT Innovative Lawyers report 2015.

Expertise

- Antitrust & Competition

- Commercial

- Construction

- Corporate Finance
- Dispute Resolution
- Employment, Pensions And Incentives
- Energy and Natural Resources
- Finance

- Insurance

- Intellectual Property
- Investment Management

- Private Client

- Projects and Infrastructure
- Real Estate

- Regulatory and Compliance
- Restructuring and Insolvency
-> Tax

Abu Dhabi, Beijing, Berlin, Brussels, Dubai, Frankfurt, Hong Kong,

London, Manchester, Moscow, Paris, Singapore and Yangon

www.blplaw.com



