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SMCR regulation rolled out to Buy-side on 
9th December 

 

Industry Experts ‘Brooklands Fund 
Management Limited’ explain how SMCR 

can affect you 
By Robert Pope 
 

Hedge fund specialists Brooklands Fund Management Limited outline the Senior Managers and 
Certification Regime (SMCR), and explains how it affects Funds, focussing on the steps required prior 
to the roll out and the effects of non-compliance. Brooklands Fund Management believe that this is 
as big as GDPR and its importance is underestimated right now in the Hedge Fund world. 
 

Background 
SMCR was first implemented by the FCA in March 2016 to the sell side to replace the Approved 
Persons Regime (APR), which was deemed ‘below standard’, after the 2008 financial crisis showed the 
inability to hold senior managers accountable. After several years of results, the FCA now plans on 
taking SMCR to the buy side, where private equity houses, fund managers, and regulated advisors will 
also be under the new regulatory regime of SMCR. 
 

Senior Managers and Certification Regime (SMCR) 
“SMCR’s aim is to enhance individual accountability, clarify senior manager responsibilities, and 

improve the culture within firms” 

The regulation has targeted the Asset Management sector by level of AUM where the bigger funds 

face more oversight. For the most part whichever category you were in under APR will translate to 

SMCR. Below are the listed categories: 

Exempt Firms Firms already exempt under APR will also stay exempt under SMCR 

Limited Scope Firms This includes sole traders, limited consumer credit firms and other less 
complex businesses 

Core Firms Most solo-regulated firms  

Enhanced Firms Firms with $50bn AUM will face a specific criterion above and beyond what 
the standard fund will face 
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Who is applicable to this? 
SMCR will affect everyone in the Fund from December 9th and can be broken down into three levels. 

 

 

 

Senior Managers 
This level would have board members, executive members, head of key business areas, and the 

money laundering officer. This includes NEDs excluding notified NEDs. On this level the Fund must: 

o Identify and allocate senior management functions (SMF) to named individuals. For the 

most part this would simply be a translation from a CF position to a SMF position 

o A statement of responsibilities (SoR) needs to be set out outlining the persons specific 

responsibilities 

o If you fall under an enhanced firm, you also need to provide a responsibilities map describing 

management and governance arrangements in detail 

o Reasonable steps must be taken to prevent regulatory breaches in their level. Actual or 

suspected breaches need to be reported within seven business days of becoming aware of 

the breach; serious breaches need to be reported immediately. Moreover, outgoing SMF 

holders need show an orderly handover had taken place 

 

Certification Regime 
This level would have risk takers and CF30 holders. On this level the Fund must: 

o Make an ongoing assessment of fitness and propriety at recruitment stage and annually and 

must issue them a certificate to this effect. The FCA does not give approval, it is at the firm 

level 

o A performance appraisal needs to be carried out to show competence, knowledge, and 

experience 

o Appropriate training needs to be shown to be carried out and qualifications where required 

o Due diligence needs to be carried out by the employer to show oversight over the 

individual’s past conduct and any criminal records the individual may have. References must 

go back six years for senior managers and NEDs 

 

 

 

Senior Managers Require pre-approval by the 
Regulators. The scope of their 
role must be set out in a 
statement of responsibilities 
(SOR) 

Certified Persons Individuals who perform ‘high 
risk functions’ need to be 
certified as fit and proper by the 
firm to conduct their rule 

Conduct Rules Staff Individuals other than those 
performing ancillary functions 
need to comply with the 
individual conduct rules 
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Conduct Rules 
This level covers all employees and directors other than ancillary staff. On this level the fund must: 

o Follow the individual conduct standards and FCA conduct rules seen in the FCA’s handbook. 

This is consistent with the current APR standards. Firms must show that processes are in 

place for this.  

o Senior Managers must abide by these rules from December 9th. Non-senior managers will fall 

under these conduct rules from December 2020 

o Senior Managers must show the business of the firm for which you are responsible is 

controlled effectively 

o Senior Managers must show they are being compliant with regulatory requirements  

o Senior Managers must disclose appropriately any information of which the FCA or PRA 

reasonably expect to see 

 

What are the consequences of non-compliance? 
Since SMCR has rolled out in 2016, there has been one conviction where the recipient was fined 

£642,000 for failing to act with ‘due care and diligence’ in his response to an anonymous 

whistleblowing in 2016. Analysts expect convictions to rise after the full rollout as smaller firms 

come under the new regulation, with the perception that the FCA would be easier to identify senior 

managers coupled with the fact that small firms will be less prepared and less able to defend 

enforcement action. 

 

How to be compliant with this new regulation 
First check with your chief compliance officer to make sure all the necessary steps are being taken by 

December 9th. If processes are not in place contact third parties who can provide governance on this. 

This would fall to people with CF10 (Compliance oversight) or CF11 (Money Laundering Oversight) 

positions. The outsourced chief compliance officer would act as a “contractor” rather than an 

employee of his clients 

Disclaimer: Outsourcing this governance function does not dismiss you from any responsibility and if 

the FCA deems you have breached SMCR it would be you the manager who would face investigation. 

 

Brooklands Fund Management Limited is a boutique fund management company offering the full 
scope of operational solutions to hedge fund managers. Brooklands provides a unique hedge fund 
platform including outsourcing of all support functions: regulatory, compliance, operations, finance 
and legal support. 
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