Controls assurance
reporting for the
financial services
sector

Why might financial services providers need a controls
assurance report?
Organisations continue to increasingly rely on third party,
outsourced, service providers to operate certain processes and
activities on their behalf – whether to benefit from specialist
skills, reduce costs, or focus on core areas of business.
Within the financial services sector, such service providers
include investment funds, investment managers for
real estate or securities, custodians, financial software
applications providers, pension administrators, IT
infrastructure and IT service providers, and more.
Users (clients) of these service providers can benefit
from operational and financial improvements but can also
experience increased risks; from service disruption to
regulatory non-compliance or issues with data protection.
Consequently, there is pressure on service providers to
ensure their internal controls are efficient and effective, with
their clients often demanding assurance that they have the
right controls in place to manage the outsourced risks.
To respond to this pressure, third party service providers
can instruct reporting accountants to provide independent
“third party” assurance on their controls, which provides
comfort to their clients and clients’ auditors on the
effectiveness of controls.
So, what is third party assurance?
Third party assurance is the review of internal controls
within a service provider, documented in a report to
directors, on the effectiveness of their financial, information
technology, operational and regulatory controls. The report
in turn may be made available by the third party service
provider to its clients, and clients’ auditors to give them
confidence that these third party service providers have the
right controls in place to manage clients’ outsourced risks.
How can RSM help?
Our third party assurance services help financial services
organisations demonstrate the effectiveness of their
financial, information technology, operational and
regulatory controls and adherence to applicable guidelines
to their clients
We deliver reviews of controls as a reporting accountant,
applying AAF 01/06 standards set by the ICAEW, the ISAE
3400 and 3402, and adhering to SOC guidelines.
We have established a proven approach and standard
procedures and methodologies, that we tailor to the
specific reporting requirements for:
••Readiness assessments – an initial assessment to
prepare for a controls assurance report.

Third party assurance reports are typically known as an
AAF 01/06 report; ‘Assurance Reports on Internal Controls
of Service Organisations made available to Third Parties’.
This follows guidance issued by the Institute of Chartered
Accountants in England and Wales (ICAEW), working with
the National Association of Pension Funds and service
providers. The guidance was specifically developed in
relation to many financial services activities, including:
custody, fund accounting, investment management,
pension administration, property management, and transfer
agency. Recent additions include investment administration,
private equity and hedge fund management.
Other references to third party assurance reports include
Service Organization Control (SOC) Reports and the
International Standard on Assurance Engagements (ISAE),
known as ISAE 3400 and 3402, report.
Assurance reports are not yet a mandatory requirement
for financial services organisations but are increasingly
recognised by clients as an important part of the overall
controls framework. Having an assurance report enables
directors to easily demonstrate robust internal controls,
instil confidence and build credibility. This can also prove
to be a commercial imperative in meeting procurement
requirements. Meanwhile, for organisations not yet
investing in third party assurance, it is starting to raise
questions as to ‘why not?’.

••Type I reports – first year report on controls design.
••Type II reports – second year, and ongoing recurring,
annual reports on control operational effectiveness.
Our team take the time to understand our clients’ needs
and support the development of control objectives to suit
their business, and address control objectives and controls
their clients have defined or expect. This ensures we add
real value to our clients by helping them achieve their
end goals, along with providing assurance to their clients,
clients’ advisors or investors.

Our experience
RSM has provided third party assurance reporting services to a range of financial services clients across the investment,
business support services, and pension administration sectors, including:
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Example case studies of our third party services

Supporting an investment manager in developing its first
Type I controls assurance report
We advised an investment manager on the requirements
of assurance reporting, control objectives and controls to
meet their clients’ needs and effectively develop their first
controls assurance report. We continue to support them with
annual controls reporting and continued development of
their control environment. Due to their experience of working
with us and our practical approach, the investment manager
has engaged us to support them in other controls assurance
reports as needed.

Providing Type II third party assurance to a pension
administrator
Since 2016, we have provided third party assurance to a
pension administrator that was previously supported by a
Big 4 firm. To support completion of their Type II report, our
team conducted testing at their seven sites across the UK.
A collaborative approach was quickly established to control
testing and sampling to increase efficiency, minimise burden
on staff, and meet the client’s internal deadlines for publishing
their final report. Our team provided guidance and input from
the initial planning stage through to completion of the final
document. After completion, a full debrief was conducted,
enabling the process to be refined for the next year.

About RSM
RSM is a leading provider of audit, tax and consulting services to middle market leaders, globally. With around 3,800
partners and staff in the UK and access to more than 43,000 people in over 120 countries across the RSM network, we
can meet our clients’ needs wherever in the world they operate.
RSM Risk Assurance
Our UK team has over 200 dedicated risk, governance
and internal controls staff and over 100 subject matter
specialists, including our technology risk, contract risk
and fraud risk teams. Therefore, we have the breadth
of skills and experience to support clients in managing
risk, exploiting opportunity and driving improvements in
increasingly complex environments.
Our Internal Audit and Controls team delivering assurance
reporting services sits within this wider team. We support
some of the largest and most recognised brands in the UK
and internationally and provide internal audit and control
services to a broad range of sectors and organisations
including PLCs, large privately-owned businesses, and
financial institutions.

RSM and the financial services sector
The UK financial services sector is a complex and multifaceted landscape. Heavily regulated in the UK and
internationally, the challenges of maintaining a profitable and
compliant business have never been greater.
Whether you work to UK or international regulations, RSM’s
financial services industry experts will guide you through the
complex regulatory landscape, providing integrated solutions
across the sector.
As a financial services practice, we work closely with clients
in a range of financial services sub-sectors, from the nascent
alternative finance sector through to the well-established
asset management sector and everything in between.

Contact us
Jed Turnbull
Partner, Risk Assurance
T +44 (0)20 3201 8697
jed.turnbull@rsmuk.com
Shingo Soga
Senior Manager, Risk Assurance
T +44 (0)20 3201 8675
shingo.soga@rsmuk.com

rsmuk.com
The UK group of companies and LLPs trading as RSM is a member of the RSM network. RSM is the trading name used by the members of the RSM network. Each member of the RSM network is an
independent accounting and consulting firm each of which practises in its own right. The RSM network is not itself a separate legal entity of any description in any jurisdiction. The RSM network is
administered by RSM International Limited, a company registered in England and Wales (company number 4040598) whose registered office is at 50 Cannon Street, London EC4N 6JJ. The brand and
trademark RSM and other intellectual property rights used by members of the network are owned by RSM International Association, an association governed by article 60 et seq of the Civil Code of
Switzerland whose seat is in Zug.
RSM Corporate Finance LLP, RSM Restructuring Advisory LLP, RSM Risk Assurance Services LLP, RSM Tax and Advisory Services LLP, RSM UK Audit LLP, RSM UK Consulting LLP, RSM Employer Services
Limited, RSM Northern Ireland (UK) Limited and RSM UK Tax and Accounting Limited are not authorised under the Financial Services and Markets Act 2000 but we are able in certain circumstances to offer a
limited range of investment services because we are members of the Institute of Chartered Accountants in England and Wales. We can provide these investment services if they are an incidental part of the
professional services we have been engaged to provide. RSM Legal LLP is authorised and regulated by the Solicitors Regulation Authority, reference number 626317, to undertake reserved and non-reserved
legal activities. It is not authorised under the Financial Services and Markets Act 2000 but is able in certain circumstances to offer a limited range of investment services because it is authorised and regulated
by the Solicitors Regulation Authority and may provide investment services if they are an incidental part of the professional services that it has been engaged to provide. Baker Tilly Creditor Services LLP is
authorised and regulated by the Financial Conduct Authority for credit-related regulated activities. RSM & Co (UK) Limited is authorised and regulated by the Financial Conduct Authority to conduct a range of
investment business activities. Whilst every effort has been made to ensure accuracy, information contained in this communication may not be comprehensive and recipients should not act upon it without
seeking professional advice.
© 2018 RSM UK Group LLP, all rights reserved. 5504

