Baringa 2020 CASS Insight Survey
Week 4: Outsourcing, Top Risks,
Challenges and Costs
In this final report in our series of four summaries based on the results of our fourth annual CASS
survey, we examine how ~50 market participants have responded to questions regarding the use of
third-party administrators (TPAs) – including where they are located, how much they cost, and how
firms view their performance. We also look at the highest-rated risks, challenges, and costs as
ranked by all participants and compare these with results from previous years.

If you missed the reports released over
the last three weeks, you can still access
them here:
p Week 1: Summary of the survey
population and the impact of the
COVID-19 pandemic on CASS
compliance. Click here

Outsourcing: Summary Stats

94%

of firms have
experienced no
material change in
TPA costs this year

35%

of firms receive
good visibility of
intra-day issues
from their TPA

25%

more breaches are
experienced on average
by firms using a TPA,
compared with firms with
in-house operations

33%

lower headcount in
the average CASS
team in firms using
a TPA

p Week 2: Audit, trends across risks,
controls, incidents, and breaches.
Click here
p Week 3: Technology, governance and
culture. Click here
Also look out for the full report of all
findings, which will be published on
November 5.
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TPA Usage
Of this year’s respondents, 44% of firms currently employ at least
one TPA to support CASS-related processes, which is consistent
with previous years. There is a significant difference between the
number of CASS Large firms (23%) and CASS Medium/Small firms
(55%) making use of TPAs. This is unsurprising given the tendency
of many CASS Large firms to perform the majority of their CASSrelated processes in house. Consequently, it is worth noting that
the population under consideration for this section comprises only
15% CASS Large firms, and 85% CASS Medium/Small firms.

CASS Large firms
using a TPA:

23

CASS Medium/Small
firms using a TPA:

55

%

%

Within this group, the clear trend is to focus on a small number of outsourcing providers – presumably to benefit from the providers’ core
focus on CASS-specific processes. Of the firms that do use a TPA, 75% use only one, and the remaining 25% use only two. This approach
should also assist in minimising oversight requirements – reducing duplication and simplifying compliance with third-party oversight and
operational resilience requirements.
A knock-on effect of this concentration is that firms also tend to use TPAs in a small number of locations. The average number across the
population is 1.85, and the distribution is shown below:

Number of TPA locations used by CASS firms
Two

One

20%

50%

Three

Four

25%

5%

In terms of actual locations used, there continues to be a preference for the more traditional hubs of the UK (80% of firms), India (40%),
and Ireland (25%). As referenced in the Week 1 report, it will be interesting to see how remote-only monitoring due to Covid-19 will
influence firms’ approach to using more diverse locations – i.e. will they be more comfortable in selecting non-standard cities/countries
given that physical site visits are less likely to be required in the short term.

TPA Locations
Percentage of firms
using at least one TPA

80%
United Kingdom

40%

25%
India
Ireland

5%
Conversely, given regulators’
expectations for operational resilience,
some of the challenges experienced
during Covid-19, and the longer-term
challenges posed by climate change in
locations such as India (e.g. rising sea
levels and increased frequency of
extreme weather events), we may see
the number of locations consolidating
over time.
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Mainland
Europe

5%
Thailand
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TPA Costs
2020 has bucked the trend on TPA costs in recent years, with 94% of firms experiencing no material increase in costs. The firms that have
seen an increase are very much in the minority this year (6%), and this is in stark contrast with the 75% of firms who saw costs increase
back in 2018. Our hypothesis here is that the additional requirements for TPAs introduced through the implementation of the FRC’s
Assurance Standard for CASS audits, plus those highlighted through various regulator-led reviews, are now firmly embedded and the
associated costs have been passed on to CASS firms prior to 2020. In fact, TPAs are likely now able to reduce costs through operational
excellence and automation, but these reductions are less likely to be passed on to CASS firms.

TPA Costs
Increase in costs

No material change

2020

6%

2019

43%

2018

75% 100,000

2017

43%

Decrease in costs

94%
4%

52%
25%
57%

Unsurprisingly given the above, the percentage of firms looking to re-negotiate their TPA service level agreements (SLAs) is low at 22%
in 2020 (down from 33% in 2019). If costs are no longer on the increase, then firms will presumably have a reluctance to open them up
for review.

TPA Transparency
Firms using TPAs have seen the overall visibility of intra-day issues return to levels seen in 2018, i.e. 90% claim to have either good or
some visibility. This is up slightly from 82% in 2019. Worryingly, there are still 10% of firms with poor or no visibility – there is a strong
correlation between these firms and those looking to re-negotiate SLAs.

Visibility of issues from TPAs
Good visibility

Some visibility

2020

35%

2019

39%

2018

37% 100,000

2017

29%
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Poor visibility

No visibility

5%

55%
17%

43%
52%
29%

5%

4%
29%

7%

13%
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To Outsource or not to Outsource
When comparing firms that use a TPA with those that perform CASS processes in house, the differences have, in the main,
persisted since 2019.

Firms using a TPA:

Firms performing CASS processes in house:

p Higher numbers of incidents and breaches, except those that
are immediately reportable (a reversal from 2019)

p More time spent on audit and toolkit maintenance
p Larger CASS team size, both direct and indirect

p Higher numbers of reconciliation breaks, both CASS 6 and 7

Var
(2019 in
brackets)

Average number of CASS
incidents per firm

143.5

111.0

-23%
(-13%)

Firms using a TPA continue to experience more incidents on
average, and this gap has increased by 10% since 2019.

Average number of CASS
breaches per firm

130.9

98.3

-25%
(-28%)

Firms using a TPA continue to experience more breaches on
average, and this gap has reduced slightly.

Average number of
immediately reportable
breaches per firm

1.1

3.5

+2.4
(-0.6)

In 2020, firms using a TPA have experienced fewer
immediately reportable breaches – this is a reversal from
2019, and likely due to more TPA users being CASS
Medium/Small rather than CASS Large.

Audit/Toolkit

Average total time to
support audit (hours)

326

491

+51%
(66%)

Firms without TPA arrangements spent more time on average
supporting the CASS audit, and this gap has reduced by 15%.

Average time to support
the CASS toolkit (hours
per week)

5

10

+5
(+0.9)

Firms without TPA arrangements spent twice as much time
maintaining the CASS toolkit – this difference has grown
significantly since 2019.

Average number of CASS
6 breaks per firm

289

178

-38%
(-14%)

Firms using a TPA continue to experience more CASS 6 rec
breaks at month end on average, and this gap has increased
by 24% since 2019.

Average number of CASS
7 breaks per firm

459

246

-46%
(-13%)

Firms using a TPA continue to experience more CASS 7 rec
breaks at month end on average, and this gap has increased
by 33% since 2019.

Direct FTE

4.3

6.4

+2.1
(+2.8)

Firms with TPAs had smaller CASS teams, although the gap
has been reduced by 20% from 2019.

Indirect FTE

5.3

24.0

+18.7
(+24)

Firms without a TPA require more FTEs with CASS knowledge,
although this gap has reduced significantly since 2019.

Team Size

Breaches

No
TPA

Rec Breaks

Comments

TPA
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Risks
We once again asked firms to identify their top three risks now, and their anticipated risks in two years’ time. These are
combined with the 2018 responses below:

Rank

2018 prediction

Now

In 2 years

1st

Technology (43%)

2nd

TPA (43%)

3rd

Technical rule risks (36%)

TPA (40%)

Staff (25%)

4th

Manual processes/errors (29%)

Technology (36%)

Business change (23%)

Manual processes/errors (58%)
Business change (47%)

Technology (59%)
Manual processes/errors (39%)

In 2018, our survey participants expected their top risks in 2020 to be technology and TPAs. Technical rule risks (primarily driven by the
trade date vs. settlement date debate) also scored highly. In 2020, both technology and TPAs appear in the top four, with very similar
numbers of firms recognising them as a top three risk, but they have both been overtaken by manual processes and business change –
this is likely to be a driver behind the increased spending we’re seeing on technology, and more specifically on automation. The
technical rule risk does seem to have gone away and is no longer front of mind for our respondents; a more pressing risk is that of
business change, and its knock-on impact on CASS compliance.
For 2022, the risks identified by firms are more diverse, with six themes identified by at least 20% of those surveyed. Technology once
again rises to the top (59% of firms), which is consistent with firms receiving more tech-related audit feedback, and significantly
increasing spending on technology to address manual processes and controls.

Challenges
Rank

2018 prediction

Now

In 2 years

1st

Technology (44%)

Business change (42%)

Business change (55%)

2nd

Technical rule risks (39%)

Audit (35%)

Audit (40%)

3rd

Audit (34%)

Staff (35%)

Staff (33%)

4th

TPA (29%)

Covid-19 (26%)

Board/business engagement (30%)

Of the top four future challenges identified by respondents in 2018, only one continues to feature in the 2020 equivalent, and that is
audit – the one thing CASS firms cannot escape! As per the previous section, the technical rule risks no longer seem to be present, and
both technology and TPA are less prominent this year.
Interestingly, this year’s top three challenges are also firms’ top picks for the future. More than half of firms view business change as
being in their top three challenges in 2022, and a third of firms are concerned about their workforce both now and in two years’ time.
Unsurprisingly, Covid-19 is a top three challenge for more than a quarter of firms this year, but didn’t make the cut for 2022 – perhaps
that would be different if we were to re-run the survey now!
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Costs
Rank

2018 prediction

Now

In 2 years

1st

Audit (84%)

Audit (83%)

Audit (85%)

2nd

Technology (74%)

Staff (54%)

Technology (75%)

3rd

Staff (60%)

Technology (49%)

Staff (58%)

The prediction from 2018 has proven to be very accurate, with audit, technology, and staff continuing as the top three costs in 2020
and in the future. Within those three, technology has fluctuated from 74%, down to 49%, and then back up to 75% – perhaps as a
consequence of technology investments (and implementations) taking longer than originally planned to realise the benefits of
increased automation and control.
Nearly a quarter of firms view remediation as a top three cost both now and in two years’ time, suggesting that, despite there being no
major changes in regulatory requirements in recent years, firms are still experiencing compliance challenges in BAU, and identifying
breaches that require remediation. Also, 20% of firms (almost half of those using a TPA) cite their TPA costs as being in their top three.

Other reports in this series...
If you missed the reports released over the last three weeks, you can still access them here:

Week 1: Summary
of the survey
population and
the impact of the
COVID-19
pandemic on
CASS compliance.

Week 2: Audit,
trends across
risks, controls,
incidents, and
breaches.

Week 3:
Technology,
governance and
culture

Click here to view

Click here to view

Click here to view

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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