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Dear Sirs,

Consultation Paper 10/15 — Chapter 8, Client Money and Assets

The CLLS represents approximately 13,000 City lawyers through individual and corporate membership
including some of the largest international law firms in the world. These law firms advise a variety of
clients, including multinational companies, financial institutions and Government departments, often in
relation to complex, multi jurisdictional legal issues.

The CLLS responds to a variety of consultations on issues of importance to its members through its 17
specialist committees. This response has been prepared by the CLLS Regulatory Committee. Members of
the CLLS Regulatory Committee (the "Committee") advise a wide range of firms in the financial markets
including banks, brokers, investment advisers, investment managers, custodians, private equity and other
specialist fund managers as well as market infrastructure providers such as the operators of trading, clearing
and settlement systems.

The Committee welcomes the opportunity to respond to Consultation Paper 10/15 (the "CP"). We have
confined our responses to those questions relating to the proposed changes in Chapter 8 in respect of Title
Transfer Collateral Arrangements ("TTCA").

Question 31: do you agree with our proposals to achieve proper protection of retail clients’ money by
limiting the application of TTCA to non-retail clients?

We are concerned that the inability to engage in TTCA with retail clients will in practice deny retail clients
access to products in respect of which TTCA are an integral part (for example, stock lending and repos).
Where such products are governed by industry standard terms which provide for TTCA, it is unlikely that
firms will modify the products to remove TTCA. Accordingly, the result is likely to be that firms will
withdraw these products from retail clients. FSA has not indicated that it has identified any problems with
TTCA in respect of these products.



In respect of products which firms currently provide either with client money protections or by using TTCA
(e.g. CFD trading), we understand that clients opting for TTCA often benefit from better pricing than those
receiving client money protection. Accordingly, FSA needs to have a sound reason to remove this choice
from clients. FSA do not appear to have given due consideration to requiring enhanced disclosure of the
credit risk that TTCA entail as an alternative to the-proposed outright prohibition.

Question 32: are you aware of any other businesses that make use of TTCA for retail clients that have not
been considered above?

It is likely that some private banking businesses with retail clients make use of TTCA, for example, in
respect of stock lending and repos.

Question 33: would these proposals have any unintended consequences not identified above?

It is not clear to us that FSA has given appropriate consideration to the consequences of applying the TTCA
prohibition to CASS 6 as well as CASS 7. We have identified above the problem that the prohibition may
cause in respect of stock lending and repos for retail clients. FSA should ensure that appropriate
consideration is given to the use of title transfer in respect of assets, for example in the context of securities
clearing and settlement.

Finally, we cannot see any basis in the Markets in Financial Instruments Directive ("MiFID") to support the
proposed prohibition, given that MiFID (in particular, recital 27) does not provide for the availability of title
transfer to be restricted in the way currently proposed.

We would be very happy to engage with FSA in respect of any of the above issues.
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