
Individual accountability 
Preparing for the new 
Senior Executive 
Accountability Regime 

The proposed new Senior Executive Accountability Regime 
(“SEAR”) will impose significant new responsibilities on firms and 
individuals, with potentially severe sanctions for breaches. Primary 
legislation to introduce this new regime is currently being drafted. 
Eversheds Sutherland is ideally placed to help firms and individuals 
ensure they meet their expected new responsibilities.

Introduction
On 18 June 2019, Minister Donohoe received Cabinet 
approval to begin the formal legislative process to 
implement a new individual accountability regime. 
The proposals will be contained in a new Central 
Bank (Amendment) Bill 2019.

The proposals are intended to address cultural issues 
in the financial services industry, which have come to 
light particularly following the tracker mortgage issue 
and the Central Bank of Ireland’s (“CBI”) findings in its 
July 2018 report “Behaviour and Culture of the Irish 
Retail Banks”.

Minister Donohoe’s intention is to move quickly on 
this matter given its public importance. Indeed, in 
response to a Parliamentary Question in April 2019, 
Minister Donohoe stated:

“On the implementation of this legislation, if I get 
co-operation from the House on this matter, which 
I am sure I will, given the interest people have in it, 
and get agreement to the heads of the Bill well in 
advance of the summer recess, we can publish it, 
move to drafting and have the legislation available to 
go to the House after the summer. Thereafter I hope 
we can pass it as soon as possible”.

Although it may be some time before the relevant 
new legal requirements come into force, firms will 
need to start preparing soon given the nature and 
scale of the changes they will have to implement 
within their firms. 

The proposals
The key elements of the legislative proposals are:

 – introduction of SEAR, which places obligations on 
firms and senior individuals within them to set out 
clearly where responsibility and decision-making 
lies, and holding senior individuals to account 
where failings arise in the firm

 – introduction of Conduct Standards for individuals 
and firms. There will be binding and enforceable 
obligations on all financial services firms and 

individuals working within them with respect to 
expected standards of conduct

 – enhancement of the current Fitness & Probity 
Regime, to support the CBI’s proposed individual 
accountability framework and the Conduct 
Standards for individuals and firms

Also under the proposals, the current Administrative 
Sanctions Procedure (“ASP”) will be enhanced to 
remove the “participation link” ie under the current 
ASP, the CBI must first prove a contravention of 
financial services legislation against a financial 
services firm before it can take an action against  
an individual.

These proposals essentially mirror the 
recommendations from the CBI that are set out in its 
July 2018 report “Behaviour and Culture of the Irish 
Retail Banks”. 

SEAR
The proposed SEAR is inspired by the UK Senior 
Managers and Certification Regime (“SMCR”), which 
came into force in the UK in 2016 and is likely to be 
quite similar to it. 

The core aim of the SEAR is, as stated in the 
following terms by the CBI:

“It is important to be clear on who is responsible 
for what within a firm and how decisions are made 
within a firm’s governance structures. Insisting 
on clarity in respect of individual responsibility 
reflects the priority that is placed on a culture of 
good conduct and the need for accountability. 
Lack of clarity makes it difficult to hold individuals 
accountable for their actions and decisions, 
alongside reasonably managing the actions and 
behaviours of those in their areas of responsibility.”

The proposed SEAR focuses on persons holding 
Senior Executive Functions (“SEFs”). These would 
essentially cover the Pre-Approval Controlled 
Functions under the current Fitness & Probity Regime. 
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Firms will need to:

 – ensure that every person exercising a SEF has a 
documented Statement of Responsibilities in place that 
clearly sets out their role and areas of responsibility

 – prepare a firm Responsibilities Map, documenting key 
management and governance arrangements, including 
knitting together the Statement of Responsibilities

There will clearly be an increased focus by the CBI on 
individual accountability of SEFs for matters falling within the 
scope of their individual Statement of Responsibilities. 

Furthermore, as with the UK regime, the CBI has 
recommended that it be in a position to prescribe mandatory 
responsibilities for firms, which must be allocated to specified 
SEFs. In the UK, the ‘prescribed responsibilities’ include 
responsibility for: the firm’s performance under the SMCR; 
the firm’s obligations for conduct rules training and conduct 
rules reporting; leading the development of and monitoring 
effective implementation of policies and procedures for 
induction, training and professional development of senior 
staff; oversight of the performance of the compliance 
function and the risk function.

As with the UK regime, we can expect that Senior Managers 
will be held individually accountable for misconduct within 
their area of responsibility, whether or not they were actually 
involved in, or knew about, the misconduct. They can be 
subject to sanctions in these circumstances if the regulator 
establishes that they did not take reasonable steps (eg to 
ensure regulatory compliance). As the UK regulator has noted 
with regard to this issue, “it may be in the interests of a senior 
manager to keep records of relevant steps they took in case 
questions are raised”. 

Initial scope of SEAR
In its July 2018 report on “Behaviour and Culture of the Irish 
Retail Banks”, the CBI recommended that the SEAR would 
apply, in an initial phase, to:

 – credit institutions (excluding credit unions)

 – insurance undertakings (excluding reinsurance 
undertakings, captive (re)insurance undertakings and 
Insurance Special Purpose Vehicles)

 – investment firms which underwrite on a firm commitment 
basis and/or deal on own account and/or are authorised to 
hold client monies/assets

 – third country branches of the above

Why Eversheds Sutherland is ideally placed 
to help firms prepare for and meet their 
forthcoming SEAR requirements
1. We work closely with our colleagues in the UK, who 

have significant experience of helping firms to meet the 
requirements of the equivalent UK Senior Managers and 
Certification Regime. Our team has in-depth knowledge 
of what is required and experience of tackling the various 
challenges and pitfalls.

2. We provide a full-service legal and consulting approach to 
assisting firms with these issues. We provide not only the 
relevant advices relating to regulatory, employment and 
other legal issues that arise; our multi-disciplinary team 
also provides full project planning and implementation 
services, together with wider consultancy services, to 
ensure effective project implementation.

3. We have particular expertise in areas relating to culture (see 
our separate brochure on our Culture Audit service). 

We can help firms to prepare for the change management 
programme that will be required to implement the 
forthcoming regime. In anticipation of this legislation, we 
offer firms: 

 – board presentations on the proposed regime and its 
implications

 – bespoke senior management workshops to outline the 
issues relating to implementing the proposed changes 
most effectively (including the preparation of Statements of 
Responsibility and Responsibility Maps)

 – review of current governance arrangements to prepare for 
the new requirements 
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