ANNEX B

Treatment of Multi-beneficiary Accounts



Providing cover on a per-depositor basis requires consideration of how the limit should be applied to multi-beneficiary accounts such as joint, trust, agent and client accounts.  The crux of the issue lies in how to balance equitable treatment of depositors against the practical considerations of maintaining a simple and effective scheme.

2.

A brief description of the proposed treatment of each type of the multi-beneficiary accounts is set out below:-

(i) Trust accounts – For active trusts, the trustee would be treated as a separate depositor and thus is entitled to compensation in his own right.  For bare trusts (i.e. where a trustee holds property for a beneficiary who is absolutely and solely entitled to that property), each beneficiary would be allowed to claim compensation according to his entitlement to the account, but such claim would be aggregated with the balances in the beneficiary’s other accounts with the failed bank in determining whether the coverage limit has been reached;

(ii) Agent accounts – The underlying principals, rather than the agent in whose name the account is held, would be regarded as being entitled to compensation in respect of the balance in the agent account.  The entitlement of each principal in the account would then be aggregated with the balances in the principal’s other accounts with the failed bank in determining whether the coverage limit has been reached;

(iii) Client accounts – The clients, rather than the account-holder in whose name the account is held, would be regarded as being entitled to compensation in respect of the balance in the client account.  The entitlement of each client in the account would then be aggregated with the balances in the client’s other accounts with the failed bank in determining whether the coverage limit has been reached;
(iv) Joint accounts – The balance in a joint account would be deemed to be equally held by all the account-holders unless there is satisfactory evidence as to their otherwise respective shares.  The deemed share of each of the account-holders would then be aggregated with their respective other entitlements in determining whether the coverage limit has been reached; and

(v) Partnership accounts – These accounts would be treated as a joint beneficial claim separate from those of the individual partners.

3.

A schematic representation of the proposed treatment of multi-beneficiary is shown in the attachment.

