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Simplification of the Certification Regime

In March 2016, the UK's Financial Conduct Authority [FCA] Certification Regime came into force. This aims to enhance
the accountability of a significant number of individuals who are not part of the Senior Management Regime but:

e Are material risk takers — i.e. have the potential to
cause significant harm to a firm; and/or

e Could cause arm to consumers; and/or

e Are in customer-facing roles which are subject to
qualification requirements.

Additionally, the Senior Managers & Certification Regimes
("SMCR"), which currently applies to banks and PRA
designated investment firms, will be extended to apply to
all authorised firms, including insurers, investment firms,
asset managers, insurance and mortgage brokers and
consumer credit firms. The government anticipates that
the SMCR will come into force for these other firms during
2018.

What does certification mean?
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e Firms must annually certify that individuals are fit and proper to perform specified functions which could involve a
risk of ‘significant harm’ to the bank or any of its customers.

e Such individuals will not be subject to regulatory approval; rather it is a firm's responsibility to ensure that they are
certified as fit and proper to perform their functions. Companies will need to ensure that they have appropriate and
easy-to-follow guidelines that set out objective standards for employees to meet.

e A stringent HR framework that requires HR to confirm that the proper certification processes have been

implemented
e Adequate documentation for any decisions made.

A key point will be the increasing link up between the firm’s HR processes (for example, the disciplinary, grievance,
performance improvement and whistleblowing processes) and the identification of potential regulatory breaches of the

new rules.

To be compliant firms need to have identified:
e all certified individuals by 7 March 2016
e assess them as fit and proper by 7 March 2017

e have procedures in place to re-assess the fitness and propriety of certified staff on an annual basis
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Solution Summary

The Certification Regime Accelerator from Monad Solutions provides a prebuilt rule set based on the guidelines laid out
by the FCA. The solution identifies job titles subject to certification and provides a guided interview which will help
determine the certification requirements of eligible staff. This solution can integrate with current HR systems and form
part of a new hire/promotion work flow or be used as a standalone reference tool which will be used as part of the new
business process for becoming compliant with the Certification Regime.

Key Considerations

1. Implementation
requires clarity on, and

documentation of,
complex relationships
between executive
management and its
reporting lines,
governance and risk
management
structures.

2. The regulator’s

jurisdiction will extend
significantly to include a
much larger proportion
of a firm’s employees —

implications for
recruitment,  training,
appraisal and

disciplinary processes.

3. The risks of getting this
wrong are serious -—
implementation is likely
to be among the first
questions asked in any
investigation.

4. As such, managing
implementation is a
complex and sensitive
task, taking into
account detailed rule
requirements meshed
with the organisation
and culture of the firm.

Summary

Identify Certifiable Jobs

Each job role and title will need to be evaluated to determine whether the employee
performing it requires certification. Certification Regime Accelerator provides a prebuilt,
customizable and extendable set of rules which will be used to evaluate each job for potential
indicators that it is a certifiable position. It will also determine which certification checks are
required to be performed, including criminal check, Material Risk Takers Certification or CASS
Oversight Qualifications.

Identify Employee Certification

Each new hire or person changing job roles to a position that requires certification will require
a guided process to determine their certification status. This should include credit checks,
criminal record checks, propriety trader certificates, etc. Certification Regime Accelerator
integrates with leading identity data intelligence platforms for Identity Verification and People
Screening to support the Certification of Employees.

Identify Certifiable Job Detail Edit | Delete | Clone | Answer
¥ Person Details
Certifiable Job Name  CJ-00000037 awner [ Morg|
Employee  Dave Testing
¥ 5.2.18R
5218R 1statement  The job role is a contralled function In relation to the camying on of Check
Identify Employss Cartification Detail Its general reguiatea actiity by e firm
i sl ianse) | “hi Baomnons: 5248R2statement  The job role requires the person performing it to be involved in one Check
or more aspects of the firm's affairs as related to its general
~ regulated acivity.
Ganeral Cortification Is oblained .
Bench
¥ 5.219R
cass o
5219R1 statement  The Job role Is performed by a person from an establishment of the: Check
Funetions R v firm In the United Kingdom
Genersl Cerufication 3 62.19R.2 statement  The job role is performed by a person from an establishment of the: Check
firm's appointed representative in the United Kingdom.
Mansgers of Certfication Is missed
52.15R 3 statement  The job role is performed by a person that deals with a client of the Cheek
Material Risk Takers it misted I 10 the Uit KINGaom Trom an estgnlisngient of 2
Proprictary Trader is missed overscas Y 9
ool s | e e A 5219R4 statement  The o} eL !ﬁ t RIS WA & client of the Check
’ o firmm in e i i 81 establishment of the firm's
appoinMefeWPEzeniative overseas.
¥ Credit Check
Pass Creagcheck ‘e v 5232R
=T p -Yol P 2528 1 sstement T o ot s 1 et o CGASS e s e
ﬂt‘em ek 5232R2swtement  The job role is in relation to 3 CASS large firm Check
ass Criminal Record Check o 52.32R 3 statement  The job role Involves the funofion of acting In the capacity of a Check
person who s allacated he function n CASS 1A.3.1AR (oversight
of operational effectiveness)
¥ CASS Oversight Qualifications
CASS Oversightis approved | o CASS OVersigntIs provined |
- i and [=]1
Benchmark 3A Is provided Banchmark SA s approved | o
¥ Proprietary Trader Certification
Propristary Trader is provided Proprietary Trader is approved | o

Most importantly though, employees must be central to the development of this regime. This is an opportunity for staff
to invest in their own development and to see Certification as an endorsement that they meet — and are willing and able
to maintain — the highest standards of professionalism. For firms, it is an opportunity to ensure that they have the right
people in the right roles and with a renewed commitment to high standards of ethical behavior. Combined with the right
solution this challenge becomes a way for business and their employees to ensure that risks are mitigated and the client’s
best interest always put first.

Monad Solutions will be delighted to discuss your detailed requirements. Please contact us for further information at

info@monadsolutions.com.
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