Baringa 2020 CASS Insight Survey
Week 1: CASS in Lockdown
2020 marks the fourth year of Baringa’s annual CASS Survey. This year ~50 participants have
shared their views on a wide variety of topics, including governance and culture, annual audits,
technology, and of course the impact of Covid-19 on CASS operations and compliance.

This year for the first time we will be
publishing the results of the survey in a
series of bite-size papers over the course of
October before consolidating these into a
single summary report which we will
launch during a webinar presentation on
November 5.
This is the first of four papers to be
released and it will examine a summary of
the survey population, followed by a closer
look at some of the concerns and
challenges encountered by firms
responding to the Covid-19 crisis.
Subsequent topics to be covered are as
follows:
p Week 2: Audit, trends across risks,
controls, incidents, and breaches

Benchmarking
The survey consisted of more than 100 questions and recorded detailed information on
the size of CASS teams, the roles of CASS oversight officers, type of approach used for
client money calculation, and more. Results can be analysed by different attributes
including sector, business activity, firm size, CASS footprint, etc., allowing firms to compare
themselves to peer organisations even when they are not in the same industry group.
Baringa offers a benchmarking service against this data.
For more information, please contact us via cass@baringa.com.

CASS in Lockdown: Summary Stats

63

%

of respondents experienced
issues / challenges with CASS
compliance due to Covid-19
and remote working

20

%

saw an increase in the
number of incidents and
breaches due to Covid-19

p Week 3: Technology, governance and
culture
p Week 4: Outsourcing, firms’ biggest
risks, challenges, and costs
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30

%

experienced a negative
impact on their annual CASS
audit

25

%

have interacted with the FCA
directly due to issues and
challenges linked to Covid-19
and remote working
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2020 Participant Data
As in previous years, we have received responses from a variety of firms (differing in size, CASS footprint,
services offered, etc.). This highlights a key challenge for firms in that there is one set of CASS rules that must
be complied with irrespective of these variances. This can also complicate the drawing of detailed
comparisons using the full sample, something which our benchmark reports look to address in providing
detailed peer comparisons.

Size of firms taking
part

CASS footprint of firms taking part
CASS 8

82%

CASS 7

84%

Not a CASS firm - 2% 2% - CASS Small

22%

CASS 7 Banking exception only

29%
CASS Large

69%

CASS 6

67%

CASS 5

4%

CASS Medium

29%

CASS 3

Services offered by firms taking part
Firms using thirdparty adminstrators
(TPAs)

%
44
P

O

56%

49%

Custodian Service

38%

Asset Management
Transfer Agency

27%

Brokerage

27%
22%

Wealth Management
Securities Lending

20%

Collateral Management

20%

Retail and Commercial Banking

13%

Prime Brokerage

13%

Investment Banking

13%

Outsourcing
Insurance
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11%
2%
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CASS 6 – Safe custody assets
Balances

Other indicators

p The total assets held under custody by CASS 6 firms is £6.2 trn

p More than 70% of CASS 6 firms utilise the internal System
Evaluation Method (ISEM) to perform their internal custody
record check

p The average client assets balance per CASS 6 firm is £220 bn
(£458 bn for CASS Large firms, £15 bn for CASS Medium)
p Despite only making up 29% of the survey population, CASS
Large firms hold 96% of client assets

p Of those firms reconciling units in collective investment
schemes, more than 40% continue to use trade date rather
than settlement date

Trade date vs.
settlement date

Internal custody
record check

29%
71

%

Internal custody
reconciliation method

41%

Trade date

%

59

Settlement date

Internal system
evaluation method
(ISEM)

CASS 7 – Client money
75% of those using
the NNAB do so via
a TPA

Balances

3%

p The total client money held by CASS 7 firms is £54 bn

- Non-standard method

p The average client money balance per CASS 7 firm is £1.6 bn
(£5.2 bn for CASS Large firms, £90 m for CASS Medium)
p The average number of client money banks used for
diversification is 4.5 (maximum 30)
p As per client assets, CASS Large firms hold 96% of client
money despite only making up 29% of the survey population

Other indicators
p Nearly two thirds of CASS 7 firms use the individual client
balance (ICB) method for their internal client money
reconciliations

32%
Net negative
add-back
approach

66%
Individual
client balance
method

p 32% of CASS 7 firms use the net negative add-back (NNAB)
method – 75% of whom use a third party administrator (TPA)
p Less than a third of CASS 7 firms are making use of
unbreakable term deposits to hold client money

Unbreakable
deposits
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24%

Yes

No

76%

Page 3

Baringa 2020 CASS Insight Survey: CASS in Lockdown

Covid-19
In response the FCA has been very visible
in publishing its views on both a) areas of
concerns raised by firms, e.g. handling
cheques and completing physical asset
reconciliations (https://www.fca.org.uk/
firms/client-assets-coronavirus, dated 6
April 2020), and b) its own observations
and recommendations, such as how firms
should be looking to approach increased
client money balances (Dear CEO letter,
dated 12 August 2020).

When remote working due to Covid-19 commenced in March 2020,
business operations changed fundamentally overnight and are
unlikely to ever return to what was known and accepted as the
‘normal’, pre-Covid. CASS firms were not immune to this change,
and have had to adapt incredibly quickly in the face of significant
operational and compliance challenges.
The response has been predominantly
positive, with the vast majority of firms
maintaining an effective CASS control
environment and ensuring the continued
protection of client assets and client money.

It is understandable that the increased
pressure and strain placed on operations
processes and staff have resulted in
pockets of increased challenges, and in
some cases incidents and breaches.

Impacts/challenges from Covid-19 on CASS firms
43%

Physical cheque processing

34%

Physical asset safekeeping and reconciliations

32%

“Wet” vs. electronic sign-off/approvals

27%

Offshore WFH mode

20%

Staff availability

9%

Payment timelines (increased incidents/breaches)

7%

Remote oversight/due diligence on third party providers
Focus on non-Covid initiatives, e.g. responding to audit points

5%

27%

No issues experienced

Nearly a third of firms (27%) claimed to have
experienced no issues as a direct consequence of the
rapid switch to remote working. Despite the
interconnectedness of the financial services industry,
almost 30% of firms were able to avoid the
issues/challenges faced by more than 70% of their
peers/competitors.
As expected given the FCA publication in April, the three
most significant impacts were all related to processes
dependent on interaction with physical documentation,
with significant interruption also seen in the ability of
staff to continue working whilst in lockdown.
In many cases firms will have applied short-term fixes
to address these, but equally there may be longer-term
opportunities to improve efficiency in CASS processing –
for example, where possible, firms may look to reduce
the use of physical paper (cheques and certificates) and
move to electronic processing by default.

Some of the other feedback in responses included the following:

Issues/challenges
p Unable to deliver face-to-face
CASS training as planned
p An increase in trading volumes,
and the number of mandate
transactions
p Difficulties in issuing CASS 9
statements via postal services
p Impact on oversight/due
diligence performed on thirdparty providers

Opportunities
p Increased automation to reduce
reliance on manual processes
and controls
p Use of video conferencing tools
to reduce travel expenses (e.g.
training and site visits)
p Accelerated delivery of
telephony solutions for staff
working from home to ensure
seamless customer journeys

Firms may also look to move to electronic signing (as
many have done already), as well as reconsidering the
suitability of their outsourcing/off-shoring models.
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Key stats/findings from other Covid-19 questions
Despite the challenges faced by participants
during this time, for the majority of firms,
this has not directly translated into
increased numbers of incidents and
breaches. In fact, only one in five firms have
seen an increase in incidents / breaches, and
only one in four firms have interacted with
the regulator as a consequence.
Specific examples included the banking of
cheques, and increases in manual
processing errors due to resource
constraints; one respondent noted that the

Slightly more firms (30%) encountered an
impact with their annual CASS audit due to
Covid-19/remote working, however this
number may also be under-reporting the
true impact as, since completing the survey,
many firms will have subsequently entered
their annual audit cycle and will likely be
encountering similar issues to those firms
already through the process. Both
technology in general (only 19% impacted)
and solutions used to manage firms’ CASS
toolkits (11%) have proven to be relatively
resilient in the face of the Covid-19
challenge.

There also appears to be a somewhat
limited impact linked to third party
administrators with fewer than one in five
of firms using a TPA experiencing issues with
their service provision during this period.
This is an area where firms may have
expected to see more challenges given prior
experiences, but recent regulatory focus on
resilience and third party outsourcing seems

regulator had been slow to respond to a
notification of a breach relating to physical
asset reconciliation.

Regulator interaction due to Covid-19/
remote working
25% Yes

This does suggest that firms’ control
environments have proven to be robust
in protecting client assets and client
money. That said, there remains a risk that
increased incidents/breaches may be
discovered after the fact, so we may not
understand the full impact for some time
to come.

Specific audit challenges included:
p no on-site demonstrations of controls;
p delays in communications between
auditors and TPAs; and
p remote sign-offs proving problematic.
A number of firms were more positive on
the topic, suggesting that future costs
could be reduced due to less travel time
and no physical site visits required.

to have driven a positive outcome – the
main exception being around postal
services and physical cheque processing.

Increased incidents/breaches
20% Y

80%

No

Impact to annual CASS audit
30%

Yes

70%

No

Challenges in managing CASS toolkit
(rules/risks/controls mapping)
11%

89%

No

Impact to technology used in CASS
processing
19% Y

81%

No

TPA impact (% of those firms using a
TPA)
18% Y

Finally, around a third of firms stated they
had tested their CASS Resolution Pack (RP),
with some referencing changes to updated
processes and controls, but not a single
firm identified any issues with either the
RP content, or the retrieval procedures.

75%

No

82%

No

Tested CASS RP during remote working
34%

Yes

66%

No

Coming up...
Next time we will look at CASS audits, including:
p what does an average CASS audit cost?
p what could be behind yet another annual increase in audit costs?
p what has happened to the number of audit findings vs. previous years?

Baringa 2020 CASS Insight Survey webinar: 5 November, 2020
We will also be hosting a webinar on the morning of November 5 to review the overall summary report from this year’s survey. If you
would like to register for this click here.
If you have any questions relating to the points covered above, then please do get in touch via cass@baringa.com.
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