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The webinar will
begin shortly.

Your hosts for
today are:

. Ma

Priscilla is our Head of Client
Regulation and has held senior &
management roles as Chief.

&

Product

Compliance Officer and MLRO as ng \.
well as run her own compliance ' \;":
consultancy. HESahas

and leads
evelopment roadmap
Ruleguard platform.
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fifteen  years

N, . experience in softwane ,
implemented various projects worked on Ruleguard since
including: MiFID II; SM&CR and launch.

risk management frameworks.
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CASS Requirements

o Disclose how the firm intends
to hold and protect safe
custody assets and client
money.

o Usually in client agreements,
in which clients can grant
their consent where
necessary.

ing Council
s audit standar
surance report t
v, within fou
jod end.

;3‘?-' ‘\ ‘ T
N

o Medium and large CASS firms must submit a CMAR to t e FC
each calendar month, within 15 business days of month end.

o Submitted by the director/senior manager responsible for CA
oversight,

o Provides the FCA with a month-end snapshot of information : .
about the client money and client assets it holds. gl s 3
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CASS Requirements

4
CASS rules ensure the segregation of custody assets and chén-
money from a firm’s own assets and money. ' &

o If a firm becomes insolvent, administrators can easily
distinguish the client assets and money to be protected fr
the firm's creditors, and ensure that it is returned to the ¢

promptly. | g

o CASS rules require that custody assets and money are g,
registered in a prescribed way that reflects their client stat

Statutory Trust
4

o Legally, client money is held by a regulated firm within a
'statutory trust’

o CASS 7 includes instructions to the firm (which acts as trust?e
to the client money trust).

w;* '
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CASS Requirements

Acknowledgement letters

v" Your firm must ensure that all client money
bank and transaction accounts have an
acknowledgement letter, in line with the
relevant requirements.

v The letter must make it clear that the
balances held in credit in those accounts are
held for the benefit of the firm’s clients.

etters, conducting

/J 7 3
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CASS Requirements

CASS Resolution Pack

A firm must ensure that it;

of
v" Maintains a complete and up to date CASS Resolut
relevant requirements. \.2,/ :

v Aids insolvency practitioners understanding the firm
arrangements

v" Facilitate recovery and return of client assets.
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CASS Requirements

o Firms must maintain a CASS
Resolution Pack if it is a firm to which
either or both of CASS 6 (the custody
rules) and CASS 7 (the client money
rules) apply by virtue of their client
assets holdings.

o Firms must maintain a CASS RP for
the whole period they hold client
assets and they should ensure that
they have a CASS RP in place from
the moment they begin to hold client
assets.
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CASS Requirements

Governance and oversight to enable
identification of material risks:

o senior management oversight

o regular monitoring (both internal
& external)

M

-

-

‘

eping and
NC '_atio’ns

10
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CASS Oversight

o Small CASS firm must allocate CASS
Oversight to a senior manager

Responsibilities include:

o Overseeing the firm's operational
compliance with the CASS rules

, ;
ne
CAS

o Reporting on that oversight to the firm's
governing body (ie, its board of
directors).

\,; |
6 h‘ al‘report to the governi
on the status of compliance

Chapter 10 rules - CASS resglutlon
pack. .

Under the SM&CR, Senior Management
Responsibility for CASS - referred to as
prescribed responsibility (z).

b
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CASS Oversight {

As memories of the financial crisis and bank collapses
firms remain focused on their CASS responsibilities so

and the regulator can be confident that client assefts
are secure.

A

Impact of the COVID-19 pandemic

FCA raised a series of issues which firms need to cons

o Implementing procedures for handling cheque
unmanned offices

o Reviewing any changes to firms’ CASS categorisations. N

o Ensuring that new working arrangements still allow
the CASS requirements ~

-

L N
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Third-Party Oversight "

]
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Third-Party Oversight

Implement procedures to demonstrate:

o Adequate governance to identify material Commic
risks to your client assets arrangements and Speciall:
ensure monitoring of those arrangements rules W\ s #

5 The skill careand

o Appropriate oversight by the senior manager d !‘:) ection, E ppointment an% pemg,dlc
with responsibility for client assets review b-custodia d must take

account its expertise ano harket reputath}q '{!f-

o Regular monitoring and testing by o The firg | \% S0 ensure that any client' safe
Compliance and/or Internal Audit where (;ustoﬁquT ots deposited with a sub-custodian are
relevant, or using external resource as identifiab arately from assets belonging to the
needed, aligned to the risks identified within firm, and from ssets belonging to the sub-
the business custodian. SRS

| S
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Third-Party Oversight

Custody arrangements: o

o Tripartite arrangements where custody assets are helc
services to your client (or where your firm is providing
another firm), your firm must ensure that the contr_

and clear on the respective responsibilities A

NS

o Ensure that the tripartite agreement clearly set out the
your firm and the other firm in relation to holding the cu
clientis not in any doubt

)

16
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Third-Party Oversight

*?.u e

\ .\»;-— 2

Outsourcing arrangements: £
f I

o Functions outsourced to Third-Party Admlnlstrat
remains responsible for discharging its regulat

o Including compliance with the relevant client as§

o Must ensure they have oversight arrangements in ple
risks and ensure the TPAs processes are compllant WI

rules -6~ ‘5 \

17 i - . @Ruleguard
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Third-Party Oversight

*?.u e

\ .\»;-— 2

Oversight of Appointed Representatives P
,"f §
o Adequate systems and controls to monitor the ac

carried out by Appointed Representatives on its [

o Ensure that any client money which arises from %
Representatives’ activity is received directly into a €
account of the firm and no client money is held in:the
Appointed Representatives

,6 ~ul » ! ‘.: . q" -/

‘ y 3
_ -
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Third-Party Oversight

Records and reconciliations

o Accuracy of recordkeeping

o Client money held with third-parties
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CASS Breaches

Breach of Principle 10

Breach of Principle 3 .3.  During the Relevant Period the Firms also breached Principle 10, and a num.

During the Relevant Period the Firms breached Principle 3, and a number of CASS CASS and SUP Rules, by failing to arrange adequate protection for client mon.

and SYSC Rules, by failing to take reasonable care to ensure that they established and safe custody assets for which they were responsible. In particular, the Firms:

and implemented adequate controls over the Third Party Administrators (“TPAs") failed to identify and promptly rectify certain issues within their internal

to which they had outsourced the administration of client money and external client money reconciliation process which were subsequently identified

reconciliations in relation to custody assets. In particular, the Firms: and/or confirmed by the Authority, the Skilled Person and the Firms’
) external CASS auditors. These issues included the Firms’ under-
failed to put in place adequate organisational arrangements for the

segregation of client money, which during the period from 10 February

safeguarding of client money and safe custody assets or to ensure
2014 to 9 February 2015 peaked at £74.4m;

effective oversight of outsourced CASS functions (CASS 6.2.2R, CASS

7.12.2R (formerly CASS 7.3.2R) and SYSC 8.1.8R); mislabelled transactions within the Firms’ client money calculations (CASS

failed to dedicate sufficient resource and technical expertise to enable 7.6.2R and CASS 7.13.3R);

them to implement effective CASS oversight arrangements; and
failed to submit accurate Client Money and Asset Returns ("CMARs") (SUP

failed to prioritise sufficiently CASS compliance, resulting in inadequate 16.14.3(R)(1));

oversight of the outsourced CASS functions and their delayed detection
and rectification of CASS risks and compliance issues.

Source: AViva: Final NOtice (4) failed to ensure the adequate and accurate segregation of client money;
and

\  held inadequate CASS resolution packs ("CASS RPs”) (CASS 10.1.3R).

20
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CASS Breaches

2015: Bank of New York Mellon fined £126,000,000 »
Fined in April 2015 for failing to comply with FCA Client Assets .

2014: Barclays fined £38,000,000 !
Fined in September 2014 for failing to properly protect £16.5 E
significant weaknesses in the systems and controls of the bank:
2007 and 2012.

2013: Aberdeen Asset Managers fined £7,200,000
Fined in September 2013 for failing to protect client money th
third-party banks.

2010: JP Morgan Securities fined £33,320,000 p
Fined in May 2010 for failing to segregate billions of dollars:of clientn
between 2002 and 2009. Had they become insolvent at the timée, thi _ ey&‘could have been lost. }' ‘

2012: BlackRock Investment Management fined £9,533,100
Fined in September 2012 for failing to protect client money adequately bet\heen 2006 and 201 0

2011: Barclays Capital fined £1,127,559 :
Fined in January 2011 for failing to protected and segregate client money held in sterling money market deposits
for over eight years.

21
@ Ruleguard
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CASS Breaches

Firm or individual Date
fined

Charles Schwab UK 21/12/2020
Limited

Firm or
individual
fined

Barclays Bank
plc

Amount Reasoning

£8,963,200 This Final Notice refers to breaches of PRIN 10 and 11,
CASS and Section 20 FSMA related to failing to be open
and co-operative, client money/assets and failing to
operate in accordance with permission in the Wealth
Management and Private Banking sector. We imposed a
financial penalty.

Amount Reason

28/02/2022 £783,800 This Final Notice (Barlclays Bank plc) refers to breaches of PRIN 2
related to financial crime in the corporate banking sector. We
imposed a financial penalty.




Ruleguard for CAS "

X

Matthew Bruce, Head of Product -

23
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History

A CASS tool first: / 4
o Arising from the challenges first placed on fir
o Use case identified around CASS Resolution ‘
o Evidential requirements for good CASS govern\"

o Compliance vision built upon CASS scenarios
o CASS firms (using Ruleguard for CASS!) represent

~ %
e .

e

omer base S :
e '»' ‘
£? ;

L
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Why CASS?

Certain features of CASS make using até{fé

o High volume of regulation

o High complexity

o Low specificity

o Time-sensitive

o Applicability varies widely by business model
o Subject to mandatory audit A N
o Operationally entrenched in the firm's core act|V|t|es‘s " S
o High risk of customer / market harm -l \\Q \.

Y8

)

o Heavily scrutinised / enforced -
o High effort to comply doesn’t leave much capacity to evidence compliz
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Ruleguard for CASS

o Full sourcebook structure and rules
o Automatic updates

o Line-by-line rules mapping

o Control environment documentation
o CASS RP automation

o Attestations and evidence

o Third party access to information
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Rules and topics structure

 CASS 7.15
Records, occounts and reconciliotions

2t Records, accounts and recondiliations a 3

CASS 7.715.1-7.154

. Record keeping
CASS 7.155- 7157

* Policies and procedures

CASS 7.15.8

. Receipts of client money
CASS 7.15.10- 7159

TOPIC

Rules organised in secti
matching the source

Mapping c :
by PuFie agnﬂ by topic

Mapping by topic allows for
faster / broader
documentation of controls

MI and reporting can be
driven by both rules and
topics



Mapping Risks Controls Processes Topics Rules

(1]

Column filters (1) ~ Rule Name x Y aAdvanced filters 4 Download 3 Columns {4/12)

Rule Name Process name Control name Risk name

cass 7

CASS 7.15.4

CAS57.15.6

(47) Finance Systems Build - Frentier - User Profile

(6) Reconciliations & Financial Reporting - FAST

(47) Finance Systems Build - Frentier - User Profile (Shared by
Demo TPO)

(6) Reconciliations & - FAST {Shared by Demo TPO)

Policy document

(30) Finance Systems Build - Frentier - Standing Data (Shared by
Demo TPQO)

Cheque receipts (Shared by Demo TPQ)

AP1.2

Processes

(47) Finance Systems Build - Frontier - User Profile

(6) Reconciliations & Financial Reporting - FAST

(47) Finance Systems Build - Frontier - User Profile (Shared by
Demo TPO)

(6) Reconciliations & - FAST (Shared by Demo TRO)

(30) Finance Systems Build - Frentier - Standing Data (Shared by
Demo TPO)

Processes

(47) Finance Systems Build - Frentier - User Profile

(6) Reconciliations & Financial Reporting - FAST

(47) Finance Systems Build - Frentier - User Profile (Shared by
Demo TPO)

(6) Recenciliations & - FAST {Shared by Demo TPO)

(30) Finance Systems Build - Frontier - Standing Data (Shared by
Demao TPO)

Initizl Due Diligence

Target Control A

(47) Finance Systems Build - Frontier - User Profile 4 (Shared by
Demo TPO)

(30) Finance Systems Build - Frontier - Standing Data 8 (Shared by
Demao TPO)

(30) Finance Systems Build - Frontier - Standing Data 3 (Shared by
Demo TPQO)

(47) Finance Systems Build - Frontier - User Profile 4 (Shared by
Demo TPQ)

(30) Finance Systems Build - Frontier - Standing Data 8 (Shared by
Demo TPQ)

(30) Finance Systems Build - Frontier - Standing Data 3 (Shared by
Demo TPQ)

(47) Finance Systems Build - Frontier - User Profile 4 (Shared by
Dema TPO)

(30) Finance Systems Build - Frontier - Standing Data 8 (Shared by
Dema TPO)

(30) Finance Systems Build - Frontier - Standing Data 3 (Shared by
Dema TPO)

Target Risk A

Fraud risk

risk 1

Bribery & corruption risk

Money laundering risk

Change

risk 2

Failure to provide investors with infermaticn on client money
heldings (Shared by Demo TPO)

Failure to provide investors with infoermation on client money
holdings {Shared by Demo TRPO)

* Failure to provide investors with infoermation on client money
heldings (Shared by Deme TPO)
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Resolution pack management

1.8 Custody reconciliations and balances

CASS RP: Acme Wealth

External custody reconciliations (CASS RP)

Copies of external custody reconciliations are held in a dedicated network folder, a link to which is provided here.

Version Draft Access to the folder may also be obtained through the contacts provided below.

Created on | 01 March 2022 16:27 Records:

Created b‘,,l' Janet Ludsdale * External custody recons folder (ros)
© [copy] //Wealth management operations/recons/external custody recons/HSBC

Layout Narrative o [copy] //Wealth management operations/recons/external custody recons/Mellon

¢ [copy] //Wealth management operations/recons/external custody recons/Funds

CCI I"ItEI'ItS Reconciliations contacts (rac

Contacts

* 1 CASSRP
© 1.1 CASS RP introduction
1.2 CASS RP information retrieval
1.3 Client money institutions and accounts
1.4 Custody institutions and accounts
1.5 Client money agreements
1.6 Custody agreements
1.7 Client money reconciliations and balances
1.8 Custody reconciliations and balances
1.9 Senior managers and CASS personnel
1.10 Policies and procedures
1.11 Due diligence
1.12 Mominee companies
1.13 Outsourcing arrangements
1.14 Appointed reps and agents
1.15 Use of assets 18 Jan 2021
1.16 Client categorisation and agreements

Joan Collins, Reconciliations Manager, Wealth Management Operations, Wealth Management Limited

Email: JoanCollins@WM.co.uk

John Williams, Operations Director, Wealth Management Operations, Wealth Management Limited

Email: IWilliams@WM.co.uk

Version no Attestation

27 lan 2022

[= T = T = T = T = T = T« N = T« T = N« T = = T = N = |




Attestation and evidence

Event for 'Quarterly Administration Report’

Summary

Completed on 20 Oct 2021 at 10:29 by Amit Sawlani Occurs Quarterly

Event owners: Amit Sawlani

Monthly Contributions Reconciliations
TASK LIST
Open details Previous attestations

Details

Tasks due on 27 Jul 2021 ~

Task Owners Status Completed by

Monthly Contributions Reconciliations * Trustees (Renata Bevanda, Ramona losip, Nikita Patel) ® Completed Nikita Patel, 27 Jul 2021 at 10:47

Issues
None




Show all Column filters (1)

Control Name

Control Activity 1 - VFM

Sample Control Activity (TPA Administration
Report)

Attestation events in period =

1.1 The approach to conducting a VFi
assessment is considered in advance with
standard headings approved by the Trustee

Each quarter the TPA confirms via the Quarterly
Administration Report that the following have
been completed in accordance with documentad
procedures:

- Contributicn Reconciliations (monthly)

- Bank account Recondiliations (daily)

- Investment and Member Unitisation
Recenciliations (monthly)

The Report confirms if there have been any
significant changes to the procedures and/or
controls currently in place.

and sufficiently insured external
cnals are engaged to perform property
due diligence on the structure, ownership and
condition of the building. The Fund Manager
ws the Environmental Survey, Building
, and Lawyers' Review of Legal Title as part
of the due diligence before an acquisition is
made. The Investment Committee then reviews
the deal as a whole, following email submission
of the acquisition recommendation by the Fund
Manager. The Investment Committee then
evidence their ap al via email or meeting
minutes.

Type

Filter by

Control - Preventative

Control - Detective

Control - Preventative

Related Reminders Attestation events in pericd

M Report Rev
M Report Rev

Bank account Reconciliations
Contribution Reconciliations
Quarterly Administration Report

* AUDITING
* Control Testing

™

1]

= Advanced filters + Download

Attestation events completed

& Columns (137 21)

Attestation passes
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Third parties

{ Firm

Nk &
{ Business

Processes

[ Breaches Controls

J

l. N
L € o S
1 \\.:' - . 9 ¢ 3
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Questions and Answ
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Stay in touch!

Please visit our website to join
our mailing list.

https://www.ruleguard.com/blog

Don't forget to follow us on:
LinkedIn and
Twitter @_Ruleguard

What will 2022 hold for
Financial Services?

Has SM&CR made a
difference?

© a4

ESG: Positive, Sustainable
Change

Discover the benefits of
CASS audits

© 62

Tips to Create Risk
Ownership within your firm

How to demonstrate control
over Master Trusts

Operational Resilience:
Why is it so important for...



https://www.axiomhq.com/blog

www.ruleguard.com

This content is for general information purposes only, and should not be used as a
substitute for consultation with professional advisers.

Copyright © 2022 Ruleguard. All Rights Reserved. Ruleguard is the trading style of Strategic ‘\\\\ Vg
Software Applications Ltd which is incorporated and registered in England and Wales with

company number 08423947 whose registered office is at 10 Queen Street Place, London,

United Kingdom, United Kingdom, EC4R 1AG.
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