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DEPOSITORS’ COMPENSATION SCHEME (DCS) RETURN
(in relation to the 2010 Regulations, for reporting with effect from 31 December 2010)
Format of Return and exclusions

The return is to be completed via the Financial Reporting System.  Account balances of non eligible deposits must be excluded from the return.  
Exclusions

The 2010 Regulations exclude certain types of depositor from entitlement to compensation.  The full list of depositors who are not entitled to compensation, which means their balances held with a bank should be excluded from the return, are contained in Regulation 12(2).  The key exclusions pertinent to the return which should be easily identifiable in a bank’s systems are as follows:-

· Cash held as security for a loan

· Persons licensed by the Isle of Man Financial Services Authority (“The Authority”) 
· Banks in other countries
· Directors and controllers of the bank

· Deposits constituting client accounts

· Parent, subsidiaries, fellow subsidiaries and other companies in common ownership with the bank

The Authority also considers that participants should NOT report deposits made by life companies as the compensation would be limited to £20,000 per life company (if the life company is not regulated by the Authority) or would be excluded entirely (if the life company is regulated by the Authority).  This is based on the fact that deposits held within a life policy wrapper, often known as insurance bonds, are generally deposits of the insurance company and not its underlying clients. Therefore such deposits are likely to be treated as a single deposit made by the insurance company, and not multiple deposits held by the insurance company’s underlying clients. 

Frequency of Return

Returns should be completed and returned twice a year based on information at end December and end June.  The returns should be submitted by the end of the following month (January and July).

Notes for completion of Return
The return is only designed to provide an estimate of compensation costs for a participant.  In the absence of a current full guide to the DCS in relation to the treatment of certain types of depositor the completion notes below should be considered by banks when compiling the return.
General
· Account balances should be shown in £’000.  Numbers of accounts should be reported to the nearest integer.
· Foreign currency balances should be converted to sterling by participants using their own exchange rates.
· Participants should inform the Authority of any assumptions that it may use in supplying the data.

Specific

(1) This row applies to deposits in the names of trusts and companies / charities etc (i.e. deposits that are not in the name of an individual).  
· Compensation is limited to £20,000 for each eligible depositor.  This includes a body corporate, trust, charity, partnership etc unless that person is excluded from entitlement.
· If an entity (e.g. trust, company, charity, partnership) holds more than one account, the accounts should be aggregated for the purposes of reporting and treated as one account.  

· Deposits from partnerships should be reported here, and treated as one deposit only (i.e. the number of partners is not relevant).
· Deposits held by a trustee of a settlement, a bare trustee or nominee (in each case) for other persons should be reported here and treated as one deposit only (i.e. there is no look through to any underlying customers who may be beneficially entitled to the monies).  This category would include SIPPs (e.g. XYZ as trustee of the XYZ SIPP is treated as one deposit).

· Deposits held which are described as client accounts are excluded from entitlement to compensation and should NOT be reported here.
(2) This row applies to individuals only
· Compensation is limited to £50,000 for each eligible depositor.  This includes any individual unless that person is excluded from entitlement.

· If an individual holds more than one account, the accounts should be aggregated for the purposes of reporting and treated as one account.  

· For deposits placed in the name of an individual, joint accounts should, if possible, be split such that each individual is treated separately.
· Deposits made by an individual for that individual’s descendants (e.g. parent re child / children) should also be reported here.  The underlying named descendants are treated as being holders of separate deposits of an amount equal to the total deposit divided by the number of individuals for whom it is held.

(3) This row applies to individuals only.  
· The same treatment as described in item 2 applies.  Only the number of accounts needs to be reported.
(4) This row applies to deposits in the names of trusts and companies / charities etc (i.e. deposits that are not in the name of an individual).  
· The same treatment as described in item 1 applied.  Only the number of accounts needs to be reported.
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