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Depositor Compensation Scheme May 2010

PURPOSE OF CONSULTATION

The purpose of this consultation is to seek thevsief the public on various issues
relating to the recently introduced Jersey Bank d3épr Compensation Scheme
(DCS).

DEADLINE FOR RESPONSES
Friday 2nd July 2010

PLEASE SEND RESPONSES TO:

James Mews Jersey Finance Limited is co-ordinating an
Director, Finance Industry Developmentindustry response that will incorporate any
States of Jersey matters raised by local firms or entities. The
3rd Floor details are:
Liberation Place
St. Helier Heather Bestwick
Jersey Technical Director
JE1 1BB Jersey Finance Limited
48-50 Esplanade
Telephone: 01534 440444 St. Helier
Facsimile: 01534 448171 Jersey
e-mail: j.mews@gov.je JE2 30QB

Telephone: 01534 836004
Facsimile: 01534 836001
e-mail: heather.bestwick@jerseyfinance.je

It is the policy of Jersey Finance to make
individual responses it receives available to
the Economic Development Department
upon request, unless a respondent
specifically requests otherwise.

Public submissions -Please note that responses submitted to all Siat#& consultations may be made
public (sent to other interested parties on requsestt to the Scrutiny Office, quoted in a finabfished
report, reported in the media, published on a Statelersey website, listed on a consultation sutpma
etc.). If a respondent has a particular wish forfickentiality, such as where the response may conae
individual’'s private life, or matters of commerciabnfidentiality, please indicate this clearly when
submitting a response.
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1.1

1.2.

1.3.

2.1

Introduction

The Banking Business (Depositors Compensationyéy¢mRegulations 2009
(“DCS Regulations) were adopted by the States on 6th November 200D
immediately introduced a Depositor Compensation e8eh (‘DCS’) in
Jersey.

Although the protection of depositors continuesb® achieved principally
through strict licensing standards and strong agktr®of the Island’s banking
industry, in the unlikely event of a Jersey barikufa the DCS would aim to
prevent hardship by ensuring that depositors wdwdde timely access to
funds without having to wait for recoveries in tienk liquidation.

The key features of the DCS are that —

* Subject to certain conditions, it provides protactof up to £50,000 per
person, per Jersey banking group, for local anetmattional depositors in
line with international standards.

* Retail deposits (i.e. those held by private indinild) are protected but
protection does not extend to deposits held by emigs, small and
medium enterprises MES"), partnerships or trusts.

* In the event of a bank failure, the States wouldl Iequidity to the DCS
to enable it to pay up to £5,000 compensation withivorking days and
the balance of compensation within 3 months ofivéng a valid claim.

* The £50,000 limit will apply per person, so a £000, deposit held in a
joint account by 2 people would be completely ceder

* The maximum liability of the DCS will be capped£400 million in any
5 year period, in line with the Guernsey scheme.

» The majority of the cost of the compensation willlimrne by the banking
industry, but levies will be capped with the Statexking up any shortfall.

* Claimants would assign their rights to recoveriesttie failed bank’'s
liquidation to the DCS.

* In most cases, the DCS would be funded solely gdeon the banking
industry with any States shortfall funding beindlyfurepaid from the
liquidation proceeds.

Board — Constitution and Governance

The DCS will be administered by an independent Bodembers of the
Board will be nominated by the Minister for Econanidevelopment the
Minister”) and appointed by the States for a renewableas period. The
Economic Development Department is working with Jeesey Appointments
Commission (JAC”) to appoint members of the Board. The Minister is
currently carrying out the functions of the Boartawill continue to do so
until the Board is ready to take over these fumdio
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2.2.

2.3.

2.4,

2.5.

3.1

3.2.

3.3.

3.4.

3.5.

The Board will be independent of Ministers, thet&a and the Jersey
Financial Services Commission and will be a cor®bedy that can sue and
be sued in its own name, enter into contracts agdiee, hold and dispose of
property of any type.

The DCS Regulations set out certain requiremeritdimg to the corporate
governance of the Board. There will be a minimum3ahembers of the
Board, who will be appointed by the States on thiination of the Minister
after consulting with the JAC. A person appointedbe a member of the
Board will hold the appointment for a term of up 3gears on terms and
conditions agreed between the person and the Minist

The quorum for a meeting of the Board will be ha number of members
appointed at the time of the meeting. Except asrotise provided in the DCS
Regulations or by the Minister, the Board will detene its own procedures.

The Board will be able, with the Minister's apprgvéo invest money
standing to the credit of the fund, borrow moneytf® purposes of the DCS
and insure against its liabilities.

Functions of the Board

It is envisaged that the Board will meet from titeetime as necessary to
ensure that the appropriate measures are in ptaadow the Board to act
quickly in the unlikely event of a bank default.

Information-sharing pathways will be developed hedwthe Board and other
safety-net participants, such as the Jersey Fiaki@rvices Commission
(“JFSC’) and the Viscount’s Department so that the Baar#ept informed

of any potential problems that could lead to the SD6eing triggered.

Provision for information-sharing is made in thewldbut a separate
Memorandum of Understanding is also being drawntadormalise the

relationship between the Board and the JFSC.

Although it is believed that the best method obiniing depositors of the
details of the DCS is through the banks themselias, envisaged that the
DCS will have a public profile through, for exampthe establishment of a
web presence.

In the unlikely event that a Jersey bank should, fhie DCS will pay
compensation to depositors up to a maximum of £EDjer depositor per
Jersey banking group, subject to certain limitagiohhe overall amount of
compensation that the DCS could pay out is limi@d&100 million in each
5 year period.

The Board would publish the relevant date of thekbdefault and invite

applications from depositors for compensation. duld send out a notice to
the insolvency administrator of the bank in defauitl to all the other Jersey
banks requiring them to provide the necessary iinéion in order to be able
to calculate the levy for each of the banks. It rhaythat States funding will
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3.6.

4.1.

4.2.

4.3.

4.4,

4.5,

5.1.

be required, in which case the Board would alsa senotice to the Minister
for Treasury and Resources.

Regardless of whether shortfall funding is requissbanks will be permitted
to spread the payment of levies over up to 5 yehes,States will provide
liquidity funding to the DCS in order for the DC& Ibe able to pay the first
£5,000 of each valid claim within 7 working daysdatihe balance within
3 months. Income to the DCS from bank levies and#signed recoveries in
the liquidation would then be applied to repayirig tStates loan. It is
envisaged that the required revolving credit agexgrwill be in place before
the Board assumes its functions.

Accounts and Audit

The DCS Board will be an independently auditedeStaody for the purposes
of the Public Finances (Jersey) Law 2005. Thidl&uRrinciple 5 of the Basel
Committee on Banking Supervision’s Core Princidies Effective Deposit
Insurance Systems, which requires the body adreimgt a DCS to be
operationally independent from undue political austry influence.

There are a number of measures in place to enkarbighest standards of
financial reporting. The Comptroller and Auditor rigeal is also given the
express power to audit the accounts, providingdtiditional assurance of
independent oversight of the DCS. When requestedddoso by the

Comptroller and Auditor General the Board must make records and
accounts available to him.

The Board must keep records that permit the firsnmisition of the DCS to
be ascertained with reasonable accuracy at any. imeaddition, for any
financial year that the Board receives, holds greexls money, the Board is
required to keep accounts prepared in accordantte generally accepted
accounting principles GAAP”) that show a true and fair view of the surplus
or deficit of the DCS for the financial year andtbé state of the Board'’s
affairs at the end of the financial year.

The DCS Regulations provide for the DCS accountsetgroperly kept and
independently audited. The Comptroller and Aud{B@neral will still have
the power to make a report on the accounts of B8 Dnder Article 48 of the
Public Finances (Jersey) Law 2005.

Within 3 months after the end of the financial yda Board must have the
DCS accounts audited and must provide these thiithister for Treasury and
Resources within a further 3 months together witfe@ort on its activities
during the financial year. The Minister will theaylthe accounts and report
before the States as soon as reasonably practicable

Accountability and oversight

The Board is obliged to ensure that the DCS is aitered in a prudent and
economical manner and that resources are useceatficand effectively.
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5.2.

5.3.

5.4.

In order to ensure proper oversight, the Comptraled Auditor General is
also responsible for considering and reporting ba general corporate
governance arrangements of the DCS under Artiq|8)48 of the Public
Finances (Jersey) Law 2005, and may make recomriensa for

improvements in this regard.

In line with similar public bodies, such as the C-8oard members (along
with any member, officer, servant or agent of tteafl) will not be liable for
anything done or omitted in the discharge of tifctions unless the act or
omission was in bad faith.

Should a depositor be unhappy with a decision efBbard in respect of the
amount of the compensation to which he or she wilesl, the depositor
would be able to appeal to the Royal Court on tlwumgd that, on the facts
available to the Board, its decision was unreasendbright of appeal to the
Royal Court is also given to banks, concerningatmeunt of the levy they are
liable to pay the DCS, and to the Minister for B@y and Resources
concerning the amount of States shortfall fundieguired by the DCS. On
appeal, the Royal Court has a wide power to makeQuader it considered
appropriate.

ISSUES

6.2.

6.3.

6.4.

Funding the administration costs of DCS

The DCS will be administered by an independent 8oarhich will be an
independently audited States body. Although the DS designed with a
view to keeping running costs to a minimum, theik ve some one-off costs
associated with setting up the scheme and the D&z®8dBOnce the Board is
established, it is expected that there will be mecg costs relating to the
administration of the scheme. Those may include ékpenses of Board
members, administrative support, accounting/audgts; legal advice and
insurance premiums.

In order to expedite the implementation of the D@&;jng the course of the
States debate on the DCS in November 2009, thesMmifor Economic
Development agreed to fund the initial set-up & BCS Board and the first
year's administration costs. The purpose this medens to allow the
Department to consult properly on the issue of vehould pay for the
recurring administration costs of the DCS Boarératte first year.

It should be noted that the recurring administratiosts of the DCS Board are
separate to the costs that would be incurred iX@& were activated. In the
unlikely event of a Jersey bank failure, the coststhe DCS Board in
administering the scheme in relation to that paldicbank failure would fall
on the remaining banks along with the compensatasts, subject to the cap
on bank levies.

A comparative analysis of DCS schemes in othesgligtions shows that the
administration costs of such schemes are typicaky by an annual levy on
the banks that are covered by the scheme. Thenaddidor this is essentially
the same as that for making the banks primarilparsible for funding DCS
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6.5.

6.6.

6.7.

6.8.

6.9.

compensation in the event of a bank failure, nanblgt banks benefit from
the existence of the DCS through the added reassuiitiprovides to banks’
customers and the stability of the banking system.

In the United Kingdom, the Financial Services Congadion Scheme
(“FSCS) covers deposit takers and other areas of firmrsgrvices business
such as investments and insurance. The FSCS’s gramnt expenses’ are
split between so-called ‘base costs’ and ‘specifists’.

All classes of financial firms contribute to thesbacosts of the FSCS, which
are the day-to-day costs of running the schemehiose that are not related to
the payment of compensation. They pay contributiongroportion to the
periodic fees they pay to the financial servicegulator, the Financial
Services Authority (FSA”).

Specific costs relating to assessing claims andnggsayments are allocated
to the relevant classes and sub-classes of firldirons.

In Guernsey, which established a DCS in 2008, timimistration costs of the
scheme for the first year were met by the Staté® felevant legislation
enables the Guernsey DCS to levy an annual fe@acim leank covered by the
scheme, which is paid into an administration fuad.annual administration
fee was levied in 2009 and is expected to be levi&d10.

The method of allocation of administration costdGunernsey is not known.

However, part of the Guernsey DCS is based orkaagsessment of the banks
and it is possible that the scheme may take aairapproach with regard to
the allocation of administration costs.

Proposal

6.10.

6.11.

6.12.

It is proposed that the Economic Development Depant €DD) funding of
administration costs should cease after Decemb#0.2@n amendment will
be made to the DCS Regulations to provide the Bedtd an additional
power to levy Jersey banks for its recurring adstration costs.

The Board’s obligation to ensure that the DCS isiatbtered in a prudent
and economical manner and that resources are tfsadrely and effectively
extends to DCS administration costs.

It is difficult to estimate the likely administrati costs of the DCS at this time
as there are no existing models that reflect tkelyliset up of the Board.
Pending further investigation, the following esttemgive some indication of
how the recurring annual costs of the DCS Boardilety to break down —

Insurance £10k — £50k
Banking, accounts and audit £5 - 10k
IADI* costs £0 — 10k
Board expenses £2 - 3k
Contingency (e.g. legal fees) £0 — 20k
Total: £17k — £93k

1 |ADI stands for the International Association céisit Insurers.
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6.13.

6.14.

6.15.

6.16.

6.17.

6.18.

It is also assumed that secretarial administratiifirbe provided by EDD.

It is proposed that administration levies wouldplagd by the DCS Board into
a single administration fund that would be sepdiraten any fund established
in respect of a failed bank.

In the unlikely event of a Jersey bank failure, tBeard's recurring

administration costs would continue to be met fribim administration fund,
whereas its administration costs in respect obtiek in default would be met
from the fund established in respect of the ban#efault. The administration
fund would be subject to the accounts and auditirements set out in
Regulation 14 of the DCS Regulations (see Secti@bdve).

It is considered that the simplest method of aliogacosts would be to levy
banking groups equally, rather than attemptinginik levies to the level of
regulatory fees paid to the regulator (as in the OKby applying some form
of risk assessment, which could be complex andycstmplement.

In order to avoid costs that would result from DES Board having to

maintain an overdraft in relation to its administra costs, it is proposed that
the Board would estimate these costs for the fortlieg year and levy for

these annually in advance.

If at any point in the future, the administrationnfi had accumulated
sufficient funds to meet the Board's estimated <éast the forthcoming year,
the Board would not have to charge a levy for yleatr. Conversely, if during
the course of the year it transpired that the Bdad underestimated its costs
for that year, the Board would be able to demandngerim administration

levy.

On receipt of a demand for an administration learyy banking group would
be able to appeal to the Minister for Economic Deeent on the grounds
that the estimated costs of the Board are unreaana

Questions:

1.

2.

Do you agree that banks should fund the recumig administration costs of
the DCS?

Do you agree that the Board should establish separate administration
fund to meet its recurring administration costs?

Do you agree that the administration costs ohe DCS should be paid by
banking groups equally? If no, what method of alloation would you
favour?

Do you agree that the DCS Board should levy anally in advance with
the power to demand an interim levy if necessary?
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7.

7.1.

7.2.

7.3.

7.4.

7.5.

7.6.

10

Depositor priority in bank insolvency

Generally speaking, when a bank fails, all of isseds and liabilities
(i.e. debts) fall to be dealt with under an insale procedure, such as
liquidation. A liquidator (by whatever titled desmd) is typically appointed
to turn the insolvent bank’s assets into cash asiiltite the proceeds to the
bank’s creditors according to their ranking.

Secured claimants generally have the highest rgnketause they have a
claim against specific assets of the bank. Secdiaithants are followed by
various categories of creditor whose claims areomesd priority over
unsecured claimants by statute. There then follawsuch larger class of
claimants, which typically includes depositors amier unsecured claimants
who do not have any specific or priority claim ossets. Holders of
subordinated debt, preferred shareholders, and conshareholders follow
unsecured creditors in terms of ranking.

In order to offer greater protection to depositoseme countries have
introduced legislation that effectively elevates tlaims of depositors over
those of other unsecured creditors for bank insws. This is referred to as
either depositor priority or, less commonly, depmsipreference. Some
countries give depositors a priority that supersettee rights of secured
creditors of a failed bank.

Broadly speaking, legal priority rules can be vidwe 2 ways. On the one
hand, by giving priority to some claims, the legisl restricts the contracting
options of private parties and may prevent themmfrieaching optimal
arrangements. On the other hand, legal prioriteguiave the advantage of
giving greater certainty where there are multipiegie contracts and may be
particularly relevant for banks, with their largamber of non-professional
unsecured creditors (i.e. depositdrs).

Position in other jurisdictions

There is a great deal of variance between the mgstelopted by countries
concerning the ranking of depositors compared terotreditors of failed

banks. These differences can be attributed tordiffelegal traditions as well
as different public-policy objectives.

In the United States, ‘depositor preference’ waantgd to all deposits in
1993, though similar rules had already been ingpla27 States. The Federal
Deposit Insurance Corporation FQIC”) insures deposits up to
100,000 USD. It has been argued that the primary beneficiasfedepositor

2 Birchler, Urs W, 2000. “Bankruptcy Priority for Bl Deposits: A Contract Theoretic
Explanation,” Review of Financial Studies, Oxfordilkrsity Press for Society for Financial
Studies, vol. 13(3), pages 813-40.

% Federal Deposit Insurance Corporation (FDIC), Bess Plan for the Sub-Working Group
Committee.

* The standard insurance amount of 250,000 USD gyeositor is in effect through 31st
December 2013. On 1st January 2014, the standsuidhimce amount will return to
100,000 USD per depositor for all account categogicept certain retirement accounts.
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7.7.

7.8.

7.9.

7.10.

7.11.

7.12.

11

preference are the FDIC itself, which acquires déps’ priority claims on
making payouts, and those with deposits exceed@ty0D0 USD (Birchler,
Urs W, 2000).

In Switzerland, bankruptcy priority ftivilege en cas de faillitg for savings
deposits was introduced in 1934 and extended irv.18%der the present
rules, deposits up to an aggregate amount of 10@BO- (approximately
60,000 GBP) per depositor have priority over afiestdeposits and liabilities.
Although there is no official deposit insurancedena private agreement
within the Swiss Bankers Association (SBA), bankstually guarantee
deposits that have priority in bankruptcy up toilbdm CHF (approximately
3.6 billion GBP). Like the FDIC in the US, the SB#cquires depositors’
priority claims when it pays out depositors.

Other countries, such as Hong Kong, Malaysia andeAtina have also
introduced deposit priority rules. In Hong Kongpdsits up to 100,000 HKD
(approximately 8,200 GBP)have priority over all other bank liabilities. In
Malaysia, domestic deposits have a priority clagaiast domestic assets of a
bank. Several other countries have deposit prioulgs, either in connection
with deposit insurance, such as Chile and Perwithiout, such as Australia,
Russia and Mongolia.

There are no statutory provisions in Guernsey fpaoditors to take priority

over other unsecured creditors. Under emergencys lput into place in

Iceland in October 2008, Icelandic depositors indsbanki had their deposits
guaranteed in full whilst non-Icelandic depositoms/ered by the Icelandic
DCS were granted a priority over all other creditof the Icelandic banks.

In the United Kingdom, prior to December 2001, Breposit Protection Board
was automatically entered as a creditor of thedailank and had preferential
rights to recoveries due to the depositor. This |lommger applies to the
Financial Services Compensation Schem&SCS), which took over
responsibility for providing deposit protectionthre UK.

The ability of the FSCS to make recoveries is ddpah on depositors
assigning their rights against the bank to the F®CG&change for receiving a
compensation payment. The FSCS then ‘stands ishibes’ of the depositor.
Although the situation with recoveries varies betwesub-schemes of the
FSCS, for depositor claims, the FSCS ranks the sesribe depositors who
assign their claims to it — i.e. as an unsecuredipary creditor.

Current position in Jersey

Currently, in the unlikely event of a Jersey bamlliig, the claims of
depositors in the bank insolvency would not ben&fim priority status.
Depositors would therefore be paid on an equalirigotvith all the other
unsecured creditors of the failed bank.

® Set to rise to 500,000 HKD (approx. £41,000).

R.62/2010



7.13.

7.14.

7.15.

7.16.

12

On either the declaration of désastreunder the Bankruptcy (Désastre)
(Jersey) Law 1990 or on the court making a windipgerder under the
Companies (Jersey) Law 1991, there is a statutedgroof priority for
repaying creditors. The order of priority is sett an Article 32 of the
Bankruptcy (Désastre) (Jersey) Law 1990 and casubemarised as follows —

0] Viscount’s or liquidator’s costs;

(ii) employees’ salaries (for previous 6 monthijspholiday pay/bonuses
up to £3,500 and £1,000 respectively;

(i) all sums due to the Social Security Depantne

(iv) all sums due to the Comptroller of Income Tfax the current year
and the preceding year (including Goods and Sesviex (GST) and
Income Tax Instalment Scheme (ITIS);

(V) Sums due to debtor’'s landlord for the paynmaftent (if it qualifies
for preference under customary law);

(vi) rates due to parishes for the current yedrtae preceding year;

(vii)  all other proved debts (which would currgnihclude depositors in a
bank insolvency).

The debts referred to in paragraphs (ii)—(vi) hageal priority as between
themselves and are paid on an equal footing. Ifptloperty of the debtor is
insufficient to pay them all off in full, they areduced in equal proportions.

Hypothecary creditoPsare entitled to preference with regard to the geos
of sale of any property upon which their hypothaes secured in the order of
the date of creation of their respective hypothéicthe proceeds of sale of
such property are insufficient to meet the claimadfiypothecary creditor in
full, the balance of the claim ranks for paymenttba same footing as all
other proved debts.

Where any property of the debtor is subject tocusy interest the proceeds
of sale of the collateral are applied in the marprervided by Article 8(6) of
the Security Interests (Jersey) Law 1983.

Discussion

7.17.

7.18.

It is considered that the introduction of deposipoiority in Jersey would
provide additional protection to many depositorgdoel that currently offered
by the DCS.

As part of the UK response to the recent bankingis;rthe Tripartite
Authorities (The Bank of England, H.M. Treasury ahd Financial Services
Authority) consulted on measures to bolster depogtotection. Although

® A ‘hypothec’ is a kind of legal interest that géva creditor certain preferential rights with
regard to certain property. They can arise autaalhyi by operation of law or can be created
by an agreement between private parties.
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7.20.

7.21.

7.22.

7.23.

13

this included giving further consideration to regaucing priority for
depositors in insolvency proceedirigsrgely due to concerns specific to the
U.K. banking model, it was decided that the curggmority of creditors on
insolvency should remain unchanded.

Although different factors apply in a Jersey conteke U.K. consultation
highlighted several issues that are relevant tocthwesideration of depositor
priority in Jersey.

The main issue highlighted by respondents to th€ Wonsultation was the
potential for depositor priority to change the bgbar of other (non-
depositor) unsecured creditors. In an U.K. conteegpondents noted that the
introduction of depositor priority could increaseetlikelihood that creditors
would require security for lending to banks anafarge higher interest rates
for such lending, due to the increased risk of .fostimately, such costs
could be expected to be passed on by the bank&itocistomers. There was
also considered to be a risk that the introduatibdepositor priority may lead
creditors to shorten the terms of loans to bankstoorseek alternative
investments, which could cause the liquidity of Ud&nks to be impaired.

In a Jersey context, it is understood that our lnknodel, which relies
almost totally on deposit taking rather than unsegwholesale lending for
liquidity, would be far less susceptible to thegudial issues outlined above.
However, the final outcome of depositor priority avsts and the behaviour of
stakeholders depends on a wide variety of coumtegiéic legal and
economic factors and it is important that feedbackeceived from both the
banking community in Jersey and creditors of Jebmaks in order for a fully
considered approach to be taken.

In addition, the potential benefit to depositorsmafoducing depositor priority

in Jersey would appear to be greater than in gtiisdictions, where average
deposits are lower. Because a significant propomribdepositors with Jersey
banks have balances totalling more than £50,000ngidepositors priority

would provide protection beyond that offered by B@S. This would provide

an additional potential benefit for many customen® bank in Jersey.

The scale of that benefit cannot be estimatedestegmt, but would depend on
the extent to which the giving of the priority teepmbsitors affords an
advantage over non-depositor unsecured creditordecdey banks. There
would also be a potential benefit to the DCS schitsedf, as the DCS would
become a priority creditor in respect of the ptiodlaims assigned to it by
depositors.

’ Financial stability and depositor protection: strthening the framework, January 2008,
available fromhttp://www.hm-treasury.gov.uk/d/banking_stabilityi4Y7.pdf

8 Financial stability and depositor protection: ket consultation, July 2008, available from:
www.bankofengland.co.uk/publications/other/finatsti@bility/financialstabilitydepositorpro

tection 080701.pdf

° Financial stability and depositor protection: strthening the framework, January 2008,
available fromhttp://www.hm-treasury.gov.uk/d/banking_stability4y 7.pdf
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Proposal

It is proposed to introduce legislation that ramks claims of depositors in
Jersey banks over the claims of other unsecuratitare (i.e. those listed at
(ii) to (vi) in paragraph 7.13 above) but behindwed creditors.

Questions:
5. Should depositor priority be introduced in Jergy in line with the
proposal?
6. Please comment on:
® What level of priority should be afforded todepositors, i.e. where
in the current statutory order of priority should d epositors rank?
(i) Should priority be limited in scope (e.g. toindividuals’ deposits
covered by the DCS) or should it apply to all depats (including
those held by corporations, trusts, partnerships,te.)?
(iii) Should priority be limited in extent (e.g.to £50,000) or should it
apply to the total value of deposits?
7. What problems or issues, if any, do you see aig if depositor priority

were introduced?
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Full list of Questions:

1.

N

Do you agree that banks should fund the recumig administration costs of
the DCS?

Do you agree that the Board should establish separate administration
fund to meet its recurring administration costs?

Do you agree that the administration costs ohe DCS should be paid by
banking groups equally? If no, what method of alloation would you
favour?

Do you agree that the DCS Board should levy anally in advance with
the power to demand an interim levy if necessary?

Should depositor priority be introduced in Jergy in line with the
proposal?

Please comment on:

® What level of priority should be afforded todepositors, i.e. where
in the current statutory order of priority should d epositors rank?

(i) Should priority be limited in scope (e.g. toindividuals’ deposits
covered by the DCS) or should it apply to all depats (including
those held by corporations, trusts, partnerships,te.)?

(iii) Should priority be limited in extent (e.g.to £50,000) or should it
apply to the total value of deposits?

What problems or issues, if any, do you see aimg if depositor priority
were introduced?

Please submit responses to the address above by:
Friday 2nd July 2010
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