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Executive summary
Baringa Partners’ annual CASS Survey is the largest of its kind in the UK. Now in
its third year, more than 75 firms have taken part, sharing their views on CASS
audit, the growing roles of software and automation in CASS management, and
other key areas of concern.

There are clear trends emerging
as the CASS consolidation, which
began in 2018, continues. The use
of software is increasing – the
number one investment again
this year was reconciliation tools,
but there was also a significant
investment increase in workflow
tools. 46% of firms are now using
or planning to make use of robotic
process automation (RPA) for
CASS processes and more than a
third are using software for their
CASS toolkit. While CASS large
firms are still leading the way,
there is evidence to show medium
and small firms are catching up.
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There was also some strong
feedback on the FRC (Financial
Reporting Council) audit standard
introduced in 2016. Most agree
it has had an overall positive
impact but there have been some
unintended impacts on the style
of CASS auditing. Several firms
have asked whether audits are
now too focused on technical
compliance rather than the bigger
picture, i.e. where client money
and assets are actually at risk?

Benchmarking
The survey contained 107
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
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.
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About this survey

Survey participants

CASS footprint of firms taking part
% of firms taking part in the survey with the following CASS footprint

The survey consisted of 107

The average total client money balance of the

questions across 10 categories:

firms taking part is £50 billion

CASS 7

1. Your organisation and policies

The average total client assets balance of the

CASS 6

firms taking part is £11.8 trillion

CASS 8

2. Governance and oversight

Despite only making up 21% of the survey

3. MI and reporting

population, CASS large firms hold 70% of

4. Documentation and controls

client money and 72% of client assets

5. CASS culture
6. CASS audit
7. Regulatory change

10. Risks, costs and challenges

70%
76%
24%

CASS 7*

21%

CASS 3
CASS 5

As in previous years, responses were received from a variety
of firms (size / CASS footprint / sector). A key challenge of the
CASS rules is their applicability to such a wide range of firms,
which can complicate the drawing of detailed comparisons.
This report summarises the high level themes, and a
benchmarking service is available for firms to receive detailed
peer comparisons.

3%
* Banking Exemption only

Services offered by firms taking part

8. Technology
9. Outsourcing

83%

% of firms taking part in the survey offering the following services

Size of firms taking part
Asset Management

CASS Small

1%
21%

CASS
Large

41%

Custodian Services

30%

Wealth Management

30%
16%

Other
Securities Lending

14%

Brokerage

13%

Investment Banking

13%
11%

Collateral Management

78%
Throughout this report, Some charts may not
total 100% due to rounding.

4

CASS
Medium

Transfer Agency

10%

Retail and Commercial Banking

10%

Outsourcing

8%

Prime Brokerage

8%

Insurance

5%
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Five key findings from the survey:

1

Annual CASS audits uncover technical
non-compliance, but are less effective
at highlighting risks: 49% of firms saw an
increase in their CASS audit fees from the
previous year. The cost of audits increased
again by an average of 11.8% (55% in 2017
and 28% in 2018) but overall satisfaction
with the audit process is up. The data largely
shows that audits are effective at capturing
process and controls gaps but less effective
at detecting where client money and assets
are actually at risk. This is also supported by
the findings from the FRC’s feedback process
in Q1 2019 which shows that firms think there
is room for improvement, with most agreeing
that the FRC’s objectives have only partially
been met.

CASS audit fee change
% of firms seeing an increase / decrease / no change in CASS audit fees
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Decrease

4%

FCA interactions on CASS are becoming less frequent for all: We are often asked by firms how often others are
interacting with the FCA with regard to CASS. The reasons remain unclear, but the data confirms the trend for
interactions to be less frequent: for 78% of medium and small firms it is annually or less. Could this be a sign the audit
report (with its limitations discussed previously) is being relied upon more and, as a result, is this introducing a review
risk? It is looking increasingly likely CASS audits will be brought within an inspection and monitoring approach in the
near future to safeguard quality.

Increase

49%

Frequency of interactions with FCA regarding CASS by company size

47%

CASS large

CASS medium & small
73%

No change
60%
50%

Average increase in cost of CASS audit

43%

% of increase in costs over time

25%
25%
55%

2017

2019
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13%

11.8%

Quarterly

Increased adoption of technology for all CASS firms, with the biggest increase in use of RPA: We observed the start
of this trend in 2018 and it continues, with RPA seeing the most significant increase: 46% of firms surveyed are now
using or planning to use RPA for CASS-related processes (up from 22% in 2018) and 13% have invested in robotics this
year (up from 6% in 2018). There has also been a significant increase in the amount of spending on workflow tools with
21% of firms responding investing over the past year (up from 12% in 2018). Investment in CASS toolkit software is now
decreasing as this approach reaches maturity following two years of investment.
CASS-related technology investment trend*

44%

21%
13%

7%

6%

Robotic Process
Automation

CASS Toolkit
2018
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2018
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14%

7%

Annually

Ad-hoc/
Infrequent

10%

Quarterly

14%
12%

Semi-annually

Annually

Ad-hoc/
Infrequent

2019

2019

There are varying levels of progress of visibility of issues in outsourcing arrangements: The survey data suggests
that while there were minor improvements in firms’ visibility of issues within their Third Party Administrators (TPAs),
from 37% in 2018 to 39% in 2019, overall visibility has decreased from 2018. However, firms are starting to see TPA
costs stabilise with a significant drop in firms seeing increased costs from 75% in 2018 to 43% in 2019.

Visibility of issues from TPAs

% of firms that have invested into specific CASS technologies

17%

2018

Semi-annually

17%
8%

39%

39%
30%

20%

28%

2018

78%

20%

21%

37%

21%

39%

2019

43%

37%

2018

17%
52%

4% 7%

12%
2017

Workﬂow tools

2019

* Percentages will not add up to 100% as 12% of firms invested in multiple solutions this year

Reconciliations tools

None

29%

Good visibility

29%

Some visibility

29%

Poor visibility

13%

None
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5

Concerns about external change: The survey showed that firms are concerned about the risks
associated with regulatory / business change and external expectations and believe these will
continue to be risks in two years’ time. These risks have risen in importance to the firms surveyed over
the last 12 months.

Top risks now, and in the future (percentage of firms identifying these risks as being in their top
3, today and in 2 years)

54%

Regulatory / Business Change

63%
41%

External Expectations

36%
46%

TPA / Outsourcing

32%

Manual Processing / Human Error

36%

IT and Technology AND Staff

36%

now

in 2 years

Detailed findings
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1

CASS audit

Firms’ perceptions

CASS audits are likely to be the largest area of change over the next 12-18 months as the FRC
responds to mixed feedback on the standard it introduced in 2016. As cost increases are starting
to level off, this may see another round of increases in future.

The audit was valuable for my firm
2019
2018

‘Big 4’ dominate the CASS audit of firms that participated in the survey

2%

66%

9%

49%

(over 80% of firms surveyed)
Strongly agree

Agree

Disagree

5%

15%

21%

No opinion

11%

21%

57%

2017

Average number of breaches contained in CASS audit reports was 52

16%

7%

6%
14%

Strongly disagree

Average increase in annual audit costs was 12% (55% in 2017 and 28% in 2018)
85% of firms now have a CASS footprint document (47% in 2017 and 73% in 2018)

Feedback to the FRC on the CASS audit standard shows broad agreement that its
objectives are only partially met.

There is an overall increase in firms that agree or strongly agree the audit was valuable for them, demonstrating that the
audit process continues to deliver some level of value.

Perceived benefits are mostly related to control and process gaps
Identifying control gaps

84%

Identifying process gaps

CASS audit fee change

Cost and scope

% of firms that report an increase / decrease / no change in CASS audit fees

Decrease

4%
Increase

49%

The cost of audits increased again but the
trend of smaller annual increases continues.
There were however differences between
firms: the average increase for a CASS large
firm was just 4%, while for medium and small
firms it was nearly 20%. There may be some
element of catch up here as large firms have
experienced significant increases in previous
years.
The inclusion of CASS 10 in the scope of CASS
audits continues: 51% of those surveyed had
it in scope of their annual CASS audit in 2019
(also 51% in 2018). The survey showed an
inconsistency among auditors regarding where
they see CASS 10 as in scope – the same audit
firm may include CASS 10 in scope for some
audits but not others.

47%
No change
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Similarly 70% of firms said that their footprint
included CASS 9 but just 27% of firms said it
was in scope of their CASS audit.

68%

Identifying governance gaps

63%

Risks identiﬁed

58%

The majority of the perceived benefit is related to control and process gaps, with risk identification lagging behind. We will
see later in the report that this is consistent with the feedback provided by firms to the FRC. The CASS audit has become
better at identifying control weaknesses but is not considered as good at identifying where client money and assets are
actually at risk.

The auditor relied heavily on documentation provided by the firm when completing the audit

2019

32%

2018

23%

2017

23%

Strongly agree

60%
58%
15%

Agree

15%
38%

No opinion

Disagree

1%
5%
2%
4%

23%

Strongly disagree

Firms continue to be concerned that the auditor is heavily relying on documentation provided by the firm during the audit
process (92% ‘agree’ or ‘strongly agree’). This is consistent with an approach based on controls testing, which is valuable
to a point but has perhaps introduced a blind spot regarding risk.
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Control documentation and firm size

Auditors should be able to apply materiality to breaches in annual CASS audits

% of completion of documentation of controls by firm size

2%
47%

2019

39%

42%

2018

7%

38%

8%

5%
Control
description

10%
2%

Strongly agree

Agree

No opinion

Disagree

Strongly disagree

Rule
references

The average number of breaches in audit reports was over 50 per respondent. A clear view of material risk is impeded
when a board is presented with such a larger number of findings. A need for materiality in reporting was therefore a
strong theme in the responses to both the FRC consultation and our survey.

Control
objective

95%
90%

100%

85%
80%
75%

Related IT
systems

Trends and changes

Evidence

There were also differences noted
between large and medium/small firms.
The chart shows the percentage of firms
either fully or partially recording the
control characteristics labelled around the
outside. Small / medium firms are ahead
in documenting IT controls, perhaps due
to a simpler technology landscape, but
large firms generally perform better,
e.g. with control objective for example,
perhaps due to increased scrutiny.

We also asked firms what trends and changes they saw in their CASS audit when looking back to prior years. Some of the
most common themes were:
IT controls and IT risk becoming a greater part of the audit;

Frequency

Ownership

CASS 8 mandates;
Trade date v settlement date; and

Large

Medium/small

Reconciliations and break management as a focus.
Control documentation 2018 and 2019

Documentation of controls

% of completion of documents of controls in 2018 and 2019

Control
description

Control
objective

Rule
references

60%
40%
80%

20% 0%

100%

Related IT
systems

Evidence

Frequency

Ownership
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2019

2018

One of the key developments in recent years
has been the auditors’ focus on controls and
the associated documentation burden for
firms. The survey showed 89% of firms now
have some form of controls to process step
mapping in place (78% in 2018 and 53%
in 2017). The chart shows that progress is
being made (% fully complete) by firms with
the quality of this documentation.
We note the largest improvement is to
document IT systems related to controls
(61% complete compared to 49% in 2018).
This appears to be a direct response to the
expectations of auditors, and feedback in
both the survey and to the FRC is that the
amount of IT controls testing continues to
increase.

FRC Feedback
The responses to the FRC’s CASS post-implementation review are now available online, and they contain a
few surprises. There were 24 responses in total and in summary:
Most firms think the objectives of the audit have been only partially met
More than half of respondents think the quality of audits has increased, but this is mainly driven by the
responses of professional services firms
Nearly all respondents suggested changes to the standard
Firms are split on bringing CASS audits within the FRC’s audit inspection and monitoring approach
13 out of 24 responses favorably mention materiality
Other key themes include a risk-based approach, IT controls, proportionality and professional judgement
For more information on the feedback on the FRC CASS post-implementation review, please see our blog
titled “Summary of FRC’s updates to the CASS ‘audit’”: https://www.baringa.com/en/insights-news/blogs/
august-2019/summary-of-frc’s-updates-to-the-cass-‘audit’/
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2

Technology

Percentage of firms spending on on
different types of software

63% of firms are investing in CASS-related technology (56% in 2018)
37% of all firms now use software to store and manage their CASS toolkit which is a
significant increase from prior years (18% in 2018 and 6% in 2017)
46% of firms surveyed are using or planning to use RPA for CASS-related
processes (up from 22% in 2018)
40% of firms received feedback relating to technology from their auditor

Software spend is increasing, the top investment again this year was in reconciliation
tools but there was also a big increase in investment in workflow tools. 46% of firms
are now using or planning to make use of robotics for CASS processes and over a
third are using software for their CASS toolkit. Notably it is no longer CASS large firms
leading the way but rather medium and small firms ‘catching up’.

The biggest increase in technology investment this year
was in workflow tools – with the number of CASS firms
investing in these tools almost doubling from 12% in 2018,
to 21% in 2019. That figure rises further to 33% if they have
already deployed CASS toolkit software. Not only are more
firms investing in workflow tools this year, but they are also
prepared to spend more on these tools – with average spend
tripling from £100k in 2018 to £300k in our 2019 survey.
Investment in robotic process automation has also seen
significant gains. Only 6% of firms were investing in robotic
process automation in 2018, this has more than doubled in
2019 to 13% of firms.

21%

Workﬂow tools
Robotic Process
Automation
CASS Toolkit

12%
13%
6%
7%
17%
2018

2019

* Percentages will not add up to 100% as 12% of firms invested in multiple solutions this year

Uses of technology in the CASS operating model

In our 2018 report we highlighted that expenditure on CASS-related technology increased between 2017 and 2018.
This trend has continued into 2019 as firms look to tackle high operating costs and reduce operational risk through
targeted technology.

Firms are continuing the trend shown over the last two
years to move toward a software solution for their CASS
toolkit. The slowdown in new demand is likely due to the
fact that 37% of firms have already adopted a software
tool to manage their CASS toolkit.

Investment in CASS-related technology

The proportion of firms using software for their CASS
toolkit is now the same across CASS large and CASS
medium and small firms.

The percentage of firms investing in CASS-related technology has risen from 56% in 2018 to 63% in 2019.

21%
21%

Reconciliation tools

CASS toolkit approach

13%

4%

2%

2%

2%

14%
60%
78%
67%

Percentage of firms investing in CASS-related technology
37%
2019
2018

63%
56%

37%

6%

44%

2017

18%
2018

2019

Embedded in process documentation
Firms investing in CASS-related technology

No investment

Existing control inventory
Excel CASS matrix
Software tool
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For those firms that have invested in a software tool,
the data suggests that they are obtaining a greater
awareness of risks within their business. Firms that have
implemented a software tool to support their CASS toolkit
have seen a significant increase in their ability to identify a
higher number of critical CASS controls.

Capturing risks and controls with a CASS toolkit vs Excel
Average number of risks and controls per firm

276

3

Governance
Average tenure for those in CASS oversight roles is 3.5 years (increase from 2018)
Of these, average CASS experience is 10 years (similar to 2018)

Interestingly, our survey shows that all of the firms that
use software tools are CASS large/medium firms and are
audited by Big 4 firms. As a result, we would expect the
trend of managing the CASS toolkit in a software tool to
continue across the market, even if the roll out continues
at a slower pace.

123

Average percentage of total working hours of the Client Assets Oversight Officer /

110
61

Controls captured

Risks captured
Toolkit

Excel

CF10a spent on oversight is 65% (similar to 2018)
54% of survey respondents will be impacted by SMCR in December 2019, 44% of
which are considering SMCR software options
94% of firms have an overarching CASS policy, which is an increase from 86% in
2018 and 67% in 2017

Software tool

No software tool

Controls

276

165

Risks

110

71

Use RPA

58%

46%

Audit findings

Audit support
Toolkit maintenance
(average hours per week)

131

Comments

Software seems to suit firms with a higher
number of risks and controls but does it help
them identify more?

Are firms with software better equipped to make
use of RPA?

How firms implement SMCR changes in their organisation
% survey respondents

52

1,413hrs

241hrs

16hrs

12.5hrs

SMCR
Do firms use software because there is more
work required for the audit and a larger toolkit to
maintain?

This automation theme extends into other areas of the CASS operating model, with an increase in adoption of Robotic Process
Automation (RPA) to automate highly manual processes. Last year 22% of firms were already using RPA, this year that figure has
risen to 46%. Similarly, where firms have deployed a software tool to manage their CASS toolkit then 58% of these firms have also
deployed RPA for their manual tasks.
Overall the trend for software adoption is continuing but there are signs that we are reaching a more mature market now.
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Governance remains a stable area with well-established models. The main challenge
for those yet to go through SMCR is how to split the prescribed responsibility and
certified function while maintaining the effectiveness of CASS governance.

Responsibilty moving upwards

Under SMCR, the previous CF10a role is to
be replaced by two new functions – ‘CASS
Prescribed Responsibility’ and a CASS
Operational Oversight Function. Firms can
split roles, or have a Senior Manager adopt
both roles (less likely for larger firms). The
CF10a role has arguably been key in raising
the profile of CASS within investment firms.
Maintaining this high profile and focus
on CASS in firms where the role is split as
a consequence of SMCR could well be a
challenge.
Those who indicated they were impacted
this year, categorised the changes as in the
chart opposite. The majority of firms (62%)
are using a Senior Manager Function (SMF)
and Client Assets Oversight Officer (CAOO)
approach, but nearly a quarter were still
undecided.

15%
Undecided

23%

62%
CF now reporting
to SMF
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Based on the survey data, SMCR has made little difference in practice to the people running CASS in terms of the day-to-day role
they are performing.

Pre SMCR

Post SMCR

2.2

1.9

Oversight time

65.2%

65.5%

Time in role

3.5yrs

3.5yrs

Time in CASS

9.6yrs

10.4yrs

Immediately reportable breaches

Comments

There is negligible difference in the data
between firms pre- and post-SMCR

SMCR challenges – What are the SMCR impacts for firms?
Group structure – 34%
Mapping of responsibilities – 16%
Identifying senior managers
and their responsibilities – 13%
Changes in culture – 13%

Management Information (MI)
We asked firms about their MI and how it is reviewed.
The following charts give a comprehensive picture of
what firms are reviewing and when.

MI trending periods
% of survey participants

Longer than a year

12%

Boards most commonly review breaches and audit
findings. The graph shows the majority of MI is reviewed
quarterly or annually.

7%
7%

MI trending period
Over what period are firms trending MI? The pie chart
opposite shows the majority are trending over a year or
more (67% which is a slight increase from 64% in 2018
and 50% in 2017).

1 month

15%
55%

18

Don‘t trend

Annually

5%
6 months

3 months
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Boards most commonly review breaches and audit findings.

Outside of the board, at a CASS committee level the frequency of review is more
likely to be monthly. The main difference being the focus on CMAR and controls.

MI review - Frequency of review by topic at Board level

MI review - Frequency of review by topic outside the Board

% survey respondents

% survey respondents

Annually
Breaches

Semi-Annually

19%

Operational risks
Hot topics

25%
22%

33%

Rule changes
Client Money and Assets Return (CMAR)

29%
23%

Attestation sign-offs
Cash and stock reconciliation
KPIs (anything over 90 days)
Internal System Evaluation Method (ISEM)
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2%

9%

25%

4%

9%

18%

9%
7%

26%

38%

21%

4%

2%

25%

21%

26%

29%
2%
17%

30%

22%

13%

24%
17%

19%
9%

8%

16%
18%

18%

7%

Operational risks

7%

Hot topics

14%

5%

5%

20%

CASS audit ﬁndings
Overall dashboard for CASS status

12%

14%

44%
25%

32%

18%

Quarterly

Semi-Annually

Breaches

2%
5%

16%

10%

25%

9%

23%
2%

Diversiﬁcation of client money
Regulatory reporting deadlines

4%

9%

9%

12%

45%

21%

Network and third party considerations

17%

47%

3%

7%
5%

48%

Monthly

Do not review

21%

3%

3%

2%

Other

17%

62%

Key personnel in CASS and status of training

CASS control summary

Monthly

54%

3%

CASS audit ﬁndings
Overall dashboard for CASS status

Quarterly

Key personnel in CASS and status of training
Network and third party considerations
CASS control summary
Rule changes

50%

64%

64%

67%
66%
9%

5% 8%

12%

10%

14%

2%
5% 7%

12%
12%

9%

7% 3% 10%

22%

2%

81%

10%
2%
10%

3%
2%

Regulatory reporting deadlines

64%

Attestation sign-offs

66%

63%

Cash and stock reconciliation KPIs
(anything over 90 days)
Internal System Evaluation Method (ISEM)

2%

5%

3%

7% 3% 7%
2%

7%
2%

5% 9%

55%

22%

42%

3%
11%

10%

28%

14%
2%
7%

Client Money and Assets Return
(CMAR) submission /values

5% 3%
7%

56%

3% 5% 3%
2%

36%

75%

Diversiﬁcation of client money

10%

Do not review

5%
5%

21%

25%

Other

81%

5% 7%

9%

Annually

4% 4%
3%

8%
7%

72%

4%
10%

7%
2%

5%

3% 3% 5%
2%

2%
54%

13%

4% 4%

14%
14%
13%
14%

37%
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4

Outsourcing

One benefit of using TPAs seems to be that fewer people in wider teams require CASS knowledge and a smaller CASS
central team is required. On average however, the Client Assets Oversight Officer (CAOO) is spending more time on
oversight and there are a higher number of incidents and breaches for firms with TPA arrangements.

Firms with outsourcing arrangements had more CASS incidents and breaches on

Looking at the whole picture in the table rather than individual comparisons alone we can see a picture of firms using
a TPA as having more incidents, breaches and reconciliation breaks. This could be a direct consequence of TPAs offering
‘standard models’ to investment firms that are varied and complex, and therefore not fully meeting all of their clients’
requirements at all times. This in turn is likely to drive the increased oversight time seen below.

average
As expected, firms with outsourcing arrangements had on average smaller CASS
teams and were required to spend less time supporting the CASS audit. Some of

The use of a TPA certainly offers benefits (e.g. less CASS knowledge required outside of the oversight function, and less
time required to support the annual audit), but in our 2019 data there is an obvious trade off against some very clear
compliance risks that are introduced through outsourcing. This is something firms, and TPAs, will need to continually
improve as the regulator remains unwavering in its focus on this topic as demonstrated by recent fines and publications.

these benefits do however appear to be small compared to the overall cost of
an outsourcing arrangement

Comparison of firms with and without TPA in place for CASS

There has been some consolidation of the improvements seen in 2018, but costs
continue to rise for a significant proportion of firms with TPA (Third Party Administration)
arrangements, despite most firms still not receiving good visibility of issues of their
outsourced business, and a higher number of incidents and breaches occurring at TPAs
(when compared to the market in general).

TPA costs
43%

2019

52%

4%

75%

2018

25%

43%

2017
Increase in costs

57%
No material change

Decrease in costs

Fewer firms are seeing increased TPA costs after the spike in 2018 with a small percentage securing a reduction in costs.
Visibility of issues from TPAs
39%

2019

37%

2018
2017

43%

29%
Good visibility

17%
52%

29%
Some visibility

Poor visibility

4%
29%

7%
13%

None

Firms using TPAs have seen a small increase in the percentage of firms who feel that they have good visibility of issues.
Overall visibility of issues has fallen back a little after the gains of 2018, but remains well above 2017 levels.
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TPA

No TPA

Var

Comments

Average number of CASS
incidents per firm

191.5

166.7

-13%

Firms with TPA arrangements had more CASS
incidents on average

Average number of CASS
breaches per firm

165.3

119.8

-28%

Firms with TPA arrangements had more CASS
breaches on average

Average number of
Immediately reportable
breaches per firm

2.4

1.8

-25%

Firms with TPA arrangements had more
immediately reportable CASS breaches on
average

Average total time to
support audit in hours

359

597

+67%

Firms without TPA arrangements spent more
time on average supporting the CASS audit

Average time per week to
support the CASS toolkit

11.4

12.3

+8%

A similar amount of time is spent per week
maintaining the CASS toolkit

Percentage of Client
Assets Oversight Officer/
CF10a time spent on CASS

72.9%

60.3%

-13%

CAOO spending more time on oversight where a
TPA arrangement is in place

Average number of CASS
6 breaks per firm

223

192

-14%

TPA firms had more CASS 6 rec breaks at month
end

Average number of CASS
7 breaks per firm

462

402.5

-13%

TPA firms had more CASS 7 rec breaks at month
end

Time in role for Client
Assets Oversight Officer/
CF10a in years

2.5

4.1

+64%

Those with oversight have more experience
and time in role on average in firms with no TPA
arrangements

Time in CASS in years

9.1

10.5

+15%

Those with oversight have more experience
and time in role on average in firms with no TPA
arrangements

Direct FTE

4.0

6.8

+70%

Firms with TPAs had smaller CASS teams

Indirect FTE

4.3

28.3

+558%

Firms without a TPA require more FTEs with
more CASS knowledge than those with a TPA

high
low
variance
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5

Trends

What has caused some firms to have a very high number of incidents and breaches? This is not clear but the survey did
show that there are still differences in what auditors view as a breach, for example reconciliation breaks cleared on t+1.
This view has the capacity to materially impact these figures.

8% of firms surveyed had an FCA visit relating to CASS in the prior 12 months
Number of CASS incidents

Significant increase in the number of breaches reported to the FCA, 14.7 on

% of firms and their average number of CASS incidents

average compared to 7 in 2018, driven by a small number of firms with
unusually high levels
Increased testing in 2nd and 3rd lines

41%

38%

Most firms have consolidated improvements from 2018. However, there was a
significant increase again in the number of incidents and breaches recorded by firms.

2018

2019

24%
16%

Comparing 2019, 2018 and 2017 survey data highlights a number of potential trends. Chief among them is the increase
in incidents and breaches recorded by firms. One potential explanation for this is the trend for increased testing and
oversight by firms, which ultimately uncovers more incidents and breaches. Whilst these errors may be technical
breaches that require reporting to the FCA, they may be minimal in nature. Firms are therefore looking to have some
materiality applied to the CASS audit.

2017

2018

8% 9%

0-25

25-50

6%

50-75

6%

4%

9%

2% 2%

75-100

100-125

6%

5%
2%

125-150

150-175

4%

200-300

4%

7%

5%

300-900

0%

900+

2019
Number of CASS breaches reported
% of firms and their number of reported incidents

Average number of CASS controls per firm

88.0

160.0

165.0

% first line testing

68%

73%

73%

% second line testing

63%

75%

83%

84%

78%

2018

% third line testing

Average dedicated CASS team size in FTEs

56%

63%

3.5

68%

6.2

5.8
6% 7%
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2019

Average number of CASS incidents

<40

59

177

Average number of CASS breaches reported to FCA

<5

7.0

14.7

0-5

2018

5-10

0%

2%

10-15

0%

7%

15-20

2% 0%

20-25

0% 0%

2% 0%

25-30

30-35

6%

4%

35-400

0% 2%

400+

2019
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CASS large
60%

2018

2019

50%

25%

20%
13%

Quarterly

Semi-annually

17%
8%

Annually

7%
Ad-hoc/Infrequent

CASS medium & small
2018

2019

43%

39%

Frequency of interaction with the
FCA has decreased for both CASS
large as well as CASS medium and
small firms. In 2018, 40% of CASS
Large firms interacted with the FCA
semi-annually or less frequently.
In 2019 this number increased
to 75%. Furthermore, only 8% of
firms surveyed had an FCA visit
relating to CASS in the prior 12
months. This may indicate that the
FCA is now placing more reliance
on the CASS audit report. This is
potentially cause for concern given
the feedback on audits to the FRC,
where most firms answered that
the objectives of the audit have
been only partially met.

39%
30%

14%

10%

Quarterly

2018
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14% 12%
Semi-annually

Annually

Ad-hoc/Infrequent

2019
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Large

Medium / small

% agreement with the statements

6

Culture

2018

2019

2018

2019

CASS is given the right level of priority
within the organisation

100%

100%

97%

95%

The 2nd line has adequate CASS
knowledge to fulfil their role

86%

92%

80%

93%

The 3rd line has adequate CASS
knowledge to fulfil their role

79%

85%

53%

68%

There is adequate knowledge and
understanding of CASS in the 1st line

100%

92%

91%

91%

People in my organisation take their
CASS responsibilities seriously

100%

100%

97%

93%

All breaches are escalated and reported
quickly

100%

83%

89%

91%

We have a safe escalation environment

93%

100%

97%

98%

We have a good CASS relationship with
the FCA

93%

92%

66%

68%

CASS culture is a focus for the current
year

93%

83%

71%

77%

CASS training is delivered to all impacted
groups/functions within the business

100%

92%

94%

91%

CASS training is delivered at the right
level, appropriate to individuals’ CASS
responsibilities

100%

92%

86%

91%

Staff with CASS responsibilities have a
good understanding of role

100%

92%

94%

95%

Our documentation of processes and
controls is up to date

93%

100%

80%

70%

95% of firms surveyed refreshed their CASS training during the year
CASS culture differences persist between large and medium/small firms

Culture and training remain a focus for the majority of firms. Medium and small
firms are not catching up with large firms as they are in other areas such as
software.

Culture metrics
In some areas, such as software, we have seen medium/small firms catching up with large firms as
the new audit standard has bedded in yet cultural differences persist between the groups. The table
opposite shows the percentage in each group either agreeing or strongly agreeing with each of the
statements. The statements where the level of agreement varies significantly between large and
medium / small firms have been highlighted.
Medium and small firms appear to have relative weakness in the knowledge of the 3rd line, relationship
with the FCA as well as documentation of process and controls.
The 3rd line observation seems to fit with expectation. The 3rd line by its nature has to be a master of
many things and in a smaller team there is less scope for CASS specific knowledge.
We have seen that medium and small firms interact with the FCA less often, they also don’t have a
dedicated contact for CASS hence it seems reasonable that their relationship is not as strong.
The documentation of processes and controls is a gap we expect to close over time. However, we
can see this gap has widened from 2018, this may well be due to the fact that process and control
mapping created in 2017/2018 is now getting out of date in some cases.
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Training
Training stats – 95% of firms surveyed had updated
their CASS training with the last year. The graphs
opposite show details on training programmes.

Teams being trained

7

93%
75%

Risks

67%

We once again asked firms to identify their top three risks now and their anticipated risks in two
years’ time.

47%
26%
CASS
Operations
oversight

Internal
Audit

Risks, challenges, costs

16%
Business /
front ofﬁce

Board Exec

Other
(please
specify)

Teams receiving the training
(’Other’ includes, Risk, Compliance, Legal, Finance, Treasury, IT,
Marketing and CASS Committee members)

The view seems to have changed from last year when focus was on the move from manual
processing to technology. Although manual processes remain a key concern, this year more than
half of the firms believed their greatest risks came from further changes in regulation or the risk
of internal changes not being captured in existing CASS documentation and controls.
Top risks now, and in the future (percentage of firms identifying these risks as being in their
top three)

54%

Regulatory / Business Change

63%

Training content
67%

65%

External Expectations

68%

41%
36%

25%
Governance
& controls training

Roles &
responsibilities
training

Oversight
training

Other
(please
specify)

What were they trained on?

32%

Manual Processing / Human Error

36%

IT and Technology AND Staff

36%

(‘Other’ includes general overview, CASS 8 mandates, break
management, shortfalls and breach reporting)

Training format

46%

TPA / Outsourcing

now

in 2 years

Key external changes on the horizon:
Changes to FRC audit standard (breach completeness etc.)

79%

SMCR changes to governance

68%

Business changes as a result of EU withdrawal
Evolving expectations, e.g. trade date v settlement date

30%
2%
Online training

Internally delivered Externally delivered
classroom based
classroom based
training
training

Seminars

While there are no major rule changes coming for the majority of firms there is a proposed
update to the FRC’s audit standard open for review. This, coupled with potential business changes
as a result of the UK withdrawing from the EU, may be driving this risk moving high up the list.
There will also be SMCR-related changes that impact CASS oversight.

Delivery format

30

Most firms use a mix of online and classroom based training.
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Challenges

Costs

The most commonly mentioned challenge today is staff-related, primarily finding and retaining
talent. In 2018 respondents also perceived a challenge in the maintenance of a CASS-compliant
culture within the workplace.

Having considered the above risks and challenges it is not surprising that almost 90% of total
responses stated audit as a top cost, both now and in the future.

Top challenges now, and in the future (percentage of firms identifying these challenges as
being in their top three)

Staff

87%

Audit

53%

Audit and External Expectations

Top costs now, and in the future (percentage of firms identifying these costs as being in their
top three)

84%

67%

External Expectations

45%

Staff

40%

65%

Staff

71%

35%

Regulatory and Business Change

38%

56%

IT and Technology

38%

31%

IT and Technology

29%

now
now

in 2 years

in 2 years

Looking forward, the CASS audit once again is anticipated to become a challenge for most firms
(67%). Looking through the revisions the FRC have published for consultation there certainly are
areas that look like they could result in increased administrative burden on firms and varying
interpretations of what is acceptable.
There is also a fear regarding changing interpretation of the rules and the accompanying challenge
of keeping in line with adapting expectations from auditors, clients and regulators alike.

IT costs remain significant however we see a decline in anticipated spend as primary build and
migration costs are replaced with lower ongoing maintenance costs.

EU withdrawal

CASS impact from EU withdrawal
Yes

88% of firms surveyed said that the UK’s withdrawal from
the EU has no CASS impact

12%

Most firms report they have seen or expect no direct
impact as a result of the UK’s withdrawal from the EU. Of
those who are impacted it seems to be disproportionately
custodian firms (71% of those firms impacted have a
custodian business). This could be due to the multijurisdictional nature of this type of business where assets
are held in different locations and by sub-custodians that
are impacted by legal entity changes.

88%
No
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,
Baringa s CASS Capabilities

Conclusions
Once again, our annual survey has shone a spotlight on the key
current trends in the CASS space and served as a valuable reminder
that this is an area which continues to present compliance
challenges for firms despite the absence of any significant
regulatory change. The analysis of the data collected has identified
numerous threads for further consideration of which we believe
CASS firms should take note.
There is an industry-wide trend for consolidation and
simplification using improved IT and this year we have seen
this specifically impact CASS firms more so than previous years
as technology change, and more specifically RPA, continues to
permeate organisations and consume their budgets. It is often said
that CASS compliance offers firms no competitive advantage, but
this certainly has the potential to change with the advent of new
technology and those CASS firms who choose to be early adopters
are more likely to thrive.
SMCR (governance and culture) and EU withdrawal (business
models and legal entity structures) will both impact a small
proportion of CASS firms, but are not expected to be gamechangers in the way PS14/9 and MiFID II were for many. The FRC
feedback on the audit standard must surely result in changes
to the way the CASS audit is performed as we see yet more high
profile fines for misconduct and other failings by audit firms.
2020 promises to be yet another interesting year as CASS firms
adapt and respond to these themes. With the likely changes
in the audit standard, governance models following SMCR, as
well as EU withdrawal, we’re not predicting a quiet year for CASS
professionals.
We hope that you have found this summary report of interest. We
will contact all survey respondents to arrange some time to review
their custom benchmark report. If your firm did not take part this
year, and would still like a benchmark report to be produced, then
please do get in touch (cass@baringa.com) and we will share with
you a template in which to provide your offline survey responses
for comparison.
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Baringa has deep technical CASS expertise. Our core team of subject matter experts
combines a mix of industry and consultancy experience and is supported by in
excess of 20 consultants with significant experience in this field.

1

CASS assessments
We perform health-checks, deep-dive reviews and simulations to identify areas to
be addressed based on the CASS rulebook and best practice.

2

CASS RP testing
We assess the completeness and effectiveness of clients’ CASS RP. We perform
mock FCA visits to give assurance on the quality and robustness under realistic
conditions.

3

CASS training and development
We develop, produce and deliver tailored CASS training programmes, materials and
eLearning to up-skill and refresh knowledge.

4

FRC CASS Toolkit
We help clients to understand and articulate their business operating models
across products, functions and legal entity structures.

5

CASS software implementation
We work with clients to implement their chosen CASS software. We have significant
experience of the software solutions available and can support in both selection
and implementation.

6

Process and controls mapping
We help our clients to understand the scope of their core CASS-related processes,
and to clearly map these in a consistent format, highlighting CASS controls.
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For further information, please
contact:

Guy Munton, Partner,
Finance, Risk & Compliance
Risk and Compliance
guy.munton@baringa.com
+44 7976 710 567

Stuart Cook, Partner,
Finance, Risk & Compliance
Risk and Compliance
stuart.cook@baringa.com
+44 7968 111 631

About Baringa
Baringa Partners is an independent
business and technology consultancy.
We help businesses run more
effectively, navigate industry shifts
and reach new markets. We use
our industry insights, ideas and
pragmatism to help each client
improve their business. Collaboration
is central to our strategy and culture
ensuring we attract the brightest and
the best. And it’s why clients love
working with us.
Baringa launched in 2000 and now
has over 600 members of staff and
more than 60 partners across our
five practice areas of Energy and
Resources, Financial Services, Products
and Services, and Government and
Public Sector. These practices are

supported by cross-sector teams
focused on Customer & Digital;
Finance, Risk and Compliance;
People Excellence; Supply Chain
and Procurement; Data, Analytics
and AI; Intelligent Automation
and Operations Excellence; and
Technology Transformation. We
operate globally and have offices in
the UK, Germany, Australia, US, and
the Middle East.
Baringa Partners have been voted
as the leading management
consulting firm for the second year
in the Financial Times’ UK Leading
Management Consultants in the
category energy, utilities and the
environment.

cass@baringa.com
Headquarters: London (UK) | Belgium
| Ireland | Germany | Australia |
Singapore | UAE | USA |
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