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On 13 July 2016, the UK Financial Conduct Authority (FCA) announced that it had fined insurance intermediary firm Towergate GBP 2.6 million (USD 3.5 
million, EUR 3.1 million) for failings relating to the protection of its client and insurer money. These failures led it to accumulating a GBP 12.6 million 
shortfall in its client and insurer bank accounts. 
 
As an insurance intermediary, Towergate holds money as an agent of the insurer. This could be either in separate accounts or, if the insurer gave 
permission, could be co-mingled with the client money. On 14 January 2005, insurance mediation was classified as a regulated activity and therefore 
Towergate was required to comply with Client Assets Sourcebook (CASS) rules. 
 
Towergate facilitated its cash management by transferring cleared client or insurer funds into a central client and insurer account known as central sweep 
accounts. CASS rules require firms to perform client money calculations at least every 25 business days by checking whether their client money resource 
(the amount of client money in accounts) is equal to the client money requirement (the amount of money the business unit has to segregate to meet its 
obligations to clients). Any shortfall identified from this calculation is to be paid into a client account by the close of business on the day the calculation is 
performed. 
 
The FCA found that, between 29 June 2005 and 31 December 2013, Towergate’s client money process did not include an effective reconciliation which is 
required by CASS rules. It did not perform an effective reconciliation between the aggregated business ledger balances in which the business units 
recorded their entitlement to the funds held in the central sweep accounts and the cash actually held in those central sweep accounts. 
 
On 19 January 2010, the FCA contacted firms regarding the safekeeping of client money, warning them it was giving this issue a higher priority as it was 
concerned they were not always providing an adequate level of protection. 
 
In May 2013, Towergate carried out an internal investigation of its control environment to seek to enhance its client and insurer money controls. This led to 
it identifying a shortfall of around GBP 9 million in its central sweep accounts. Later in September 2013, Towergate performed another internal 
investigation to find out why the shortfall had risen. On 28 October 2013, after external consultants produced a report on the matter, Towergate reported 
the issue to the FCA and transferred around GBP 9 million into its client and insurer money accounts to correct the shortfall even though it should have 
corrected the shortfall in May. 
 
Further investigations also found another shortfall of around GBP 3.6 million for a total of GBP 12.6 million in Towergate’s insurer money account which 
was corrected by 8 November 2013. 
 
The FCA identified key elements it believed caused the GBP 12.6 million shortfall, including: 
 
•accrued interest of GBP 1.5 million between June 2005 and October 2011 which Towergate had failed to hold separately from client money; 
• eight transfers from the central sweep accounts of client and insurer money totalling GBP 10.5 million to Towergate’s parent company’s office account; 
•a GBP 2.1 million duplicate transfer caused by flawed accounting records made from a client money sweep account into an insurer money sweep 
account; and 
•an alteration of its commission drawdown adjustment breaching its terms of business agreements (TOBAs) with insurers which caused commission to be 
removed from insurer money accounts resulting in a GBP 3.6 million deficit in its insurer money accounts. 

 

FCA fines Towergate GBP 2.6 million for failings in its 
protection of client and insurer money 

http://www.fca.org.uk/your-fca/documents/final-notices/2016/towergate-underwriting-group-limited 

http://www.fca.org.uk/news/fca-fines-towergate-timothy-philip-for-client-insurer-money-failings 

https://next.ft.com/content/25cb9148-48e6-11e6-8d68-72e9211e86ab 

 

There are no linked loss events 

29/Jun/2005 31/Dec/2013 01/May/2016 13/Jul/2016 

Other Risk No 

PC9999 - Insurance Process 

N/A 

PD9999 - Insurance Product 

LS0308 - Not Identifiable No N/A 

REGBCH - Regulatory Breach 

EUR 3,118,104.08  USD 3,455,105.36 

N/A 

RC0302 - Inadequate process / control documentation 

LS0212 - Not Identifiable LS0104 - United Kingdom 

N/A N/A 

LS0406 - Not Identifiable 

Towergate Partnership 

EL0402 –  Improper Business or Market Practices 

GB –  UNITED KINGDOM 

BL2201 –  Property Casualty 

GBP – 2,632,000.00 LOSS 

Western Europe 

GBP –  Pound Sterling 

5987 

Page 1 



 

13/Jul/2016 

Towergate operated a three lines of defence (LOD) model for its risk control framework. However, Towergate only implemented this model at its business 
unit level. Therefore, client and insurer money processes within Towergate’s central finance department were out of the scope of the three LOD. 
 
In 2013, Towergate implemented a comprehensive client money improvement programme as part of which client money processes and procedures were 
reviewed and changed, staff training was rolled out and Towergate moved to a centralised client money model with amended processes and which were 
subject to regular internal audit and compliance monitoring reviews. 
 
Towergate was deemed to have breached principle three of CASS rules by failing to: 
 
•ensure that it accurately maintained all of its records to ensure correspondence to the actual insurer money held in its bank accounts; 
•follow its own documented procedures by making repeated transfers from central sweep accounts and failed to identify and adequately control resulting 
risks; 
•perform adequate client and insurer money reconciliations and as a result failing to identify surpluses and shortfalls; 
•ensure that responsibility for compliance with TOBAs was adequately allocated; and 
•ensure that Towergate’s risk framework adequately monitored and reviewed the suitability of the processes and systems in place for dealing with client 
and insurer money within its central finance department. 
 
The FCA deemed that Towergate had breached principle 10 of CASS rules by failing to: 
 
•ensure that client money was properly segregated from Towergate’s money; 
•carry out accurate client money calculations and reconciliations; 
•immediately correct the client money shortfall when it became aware of it; 
•immediately notify the FCA of its failure to do the above; 
•have adequate processes in place to identify interest accruing on its money accounts in error and then to remove that interest to Towergate’s office 
account; and 
•ensure that it accurately maintained all of its records to ensure correspondence to the actual client money held in its bank accounts. 
 
As a result of Towergate’s breaches, the FCA assessed that a GBP 2,632,000 fine should be imposed. This represents a 30 per cent discount from the 
original GBP 3,760,000 fine due to Towergate settling at an early stage. Further to this, the FCA found that Phillip Tiner, Towergate’s director, failed to act 
with due skill, care and diligence in managing the business, especially in his role of day to day management of the company’s central finance department 
and his responsibility over client money arrangements. He must pay a penalty of GBP 85,817.97. 
 
In a statement, Tiner said that no clients lost money due to Towergates’ actions and that the issue was an isolated and historic one. 
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