Financial Services Compensation Scheme Levy Calculation Notes
2016/17 Rates

HOW IS THE FSCS LEVY CALCULATED?
A. Overview
The FSCS levy is made up of two elements:

» Management expenses; and
» Compensation costs.

Management expenses levy — covers the costs of running the compensation scheme. The
management expenses levy is made up of base costs (operating costs not directly related to
the payment of compensation) and specific costs (operating costs that are directly related to
the payment of compensation arising from valid claims).

The management expenses levy limit for 2016/17 was consulted on in the FCA’s
Consultation Paper CP16/3 (January 2015).

Compensation costs levy — provides the funds to make valid compensation payments.

All participant firms are required to contribute to base costs. Specific costs and compensation
costs are not payable by FSCS exempt firms or newly authorised firms in their first
authorised year.

Following legal cutover in April 2013, firms who are dual regulated will pay FSCS Base
Costs towards both their FCA and PRA fee-blocks.

For further details of the FSCS levy for 2016/17, please refer to the FSCS website.
B. Exemptions

Firms that have submitted valid exemptions (under FEES 6.2.1R), are excluded from specific
and compensation costs, but are still liable for their share of base cost levies.

C. FSCS Levy - calculation

To calculate the FSCS Base Costs levy we need to know the Total Base Costs the FSCS
require to raise in 2016/17 and the total Regulatory Costs of the FSCS participants for each
contribution group within both FCA and PRA. FCA contribution groups start with A whilst
PRA contributions groups start with P.


http://fca.org.uk/static/fca/documents/consultation-papers/cp16-03.pdf
http://viewer.zmags.com/publication/d83dbd2a

The table below lists the information used for the 2016/17 rates.
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APQ0 16,763,719 410,437
A000 18,569,676 466,962
A001 72,289,086 1,826,317
A002 18,525,135 457,913
A003 24,283,051 596,886
A004 40,994,294 1,003,560
A006 327,149 6,132
A007 42,359,654 966,735
A009 11,817,945 364,275
A010 47,248,294 1,270,932
A013 71,937,670 1,753,955
A014 13,200,445 329,447
A018 18,210,464 432,623
A019 27,536,044 702,283
A021 14,374,570 411,544
PAO1 148,180,424 7,696,748
PAO3 34,844,667 1,324,399
PAO4 43,475,442 1,900,458
PAO6 1,795,750 78,395
Total 22,000,000

To calculate the specific costs levy and compensation costs levy we also need to know the
total FSCS tariff data for each class and the amounts FSCS are to raise for each class. The
table below details these figures for 2016/17.

- FSCS Class
Class — Tariff Base Tariff Base FSCS Specific Compensation
Costs
Costs

SA01-PD 1,063,233,600,641 16,852,955 7,147,045
SB01-RNPI 44,068,598,214 1,912,258 66,337,742
SBO1-EGTL 69,395,952,450 637,419 22,112,581
SB02-AEI 8,701,120,992 11,852,448 -3,852,448
SCO01-RNPI 85,846,478,365 -33,698 33,698
SC01-EMR 1,032,240,981,101 -11,233 11,233
SC02-AEl 3,248,709,910 5,616,400 84,383,600
SDO1-AEI 4,828,912,417 69,472 1,930,528
SD02-AEI 4,418,946,766 7,272,721 86,727,279
SEQ02-AEI 1,267,375,955 445,739 5,554,261
Total 44,614,482 270,385,518




Sample calculation

Firm X is solo regulated by the FCA and is allocated to the A013 contribution group
and in FSCS classes SC02 and SDO02.

At the valuation date of 31 December 2015 it had annual income of £480,000 in respect
of FCA fee-block A013, £288,000 of eligible annual income in respect of FSCS class
SCO02 (Life & Pensions intermediation) and £192,000 of eligible annual income in
respect of FSCS class SD02 (Investment intermediation).

Based on the annual income of £480,000 the A013 FCA regulatory cost (the FCA charge
after discounts but before deductions) for 2016/17 would be £1,075.40

The FCA regulatory cost for the minimum fee (fee-block A000) for 2016/17 is £1,084
and the FCA prudential costs (fee-block AP00) for 2015/16 would be £126.90

Base Costs Levy: Base costs are calculated by reference to the share of a firm's regulatory
cost as a proportion of the total regulatory costs (in each contribution group). The calculation
is shown below.

A000 Contribution Group

Base Costs Firm's A000 FSCS Reg.Cost x A000 Base Costs to be raised 1,084 x 466,962 £27.26
Levy Total A00O FSA Regulatory Costs 18,569,676
Total A000 FSCS Base Costs Levy £27.26
A013 Contribution Group
Base Costs Firm's A013 FSCS Reg.Cost x A013 Base Costs to be raised 1,075.40 x 1,753,955 £26.22
Levy Total A013 FSA Regulatory Costs 71,937,670
Total A013 FSCS Base Costs Levy £26.22
APO00 Contribution Group
Base Costs Firm's APOO FSCS Reg.Cost x AP00 Base Costs to be raised 126.90 x 410,437 £3.11
Levy Total A013 FSA Regulatory Costs 16,763,719
Total AP0O0 FSCS Base Costs Levy £3.11
Compensation and Specific Costs Levy: The Specific and Compensation costs are calculated
by reference to the share of the firm's tariff data as a proportion of the total FSCS tariff data
(in each FSCS class). These calculations are shown below.
SCO02 Class : Life & Pensions intermediation
Specific Costs Firm's SCO2 tariff data x Total FSCS SC02 Specific Cost 288,000 x 5,616,400 £497.65
Levy Total SC02 fee tariff base 3,248,709,910
Compensation Firm's SCO2 tariff data x Total FSCS SC02 Compensation Cost 288,000 x 84,383,600 £7,480.65
Costs Levy Total SC02 fee tariff base 3,248,709,910
Total SC02 FSCS Levy £7,978.55
SDO02 Class : Investment mediation
Specific Costs Firm's SDO2 tariff data x Total FSCS SD02 Specific Cost 192,000 x 7,272,721 £315.99
Levy Total SDO02 fee tariff base 4.418,948,766
Compensation Firm's SDO2 tariff data x Total FSCS SD02 Compensation Cost 192,000 x 86,727,279 £3,768.24
Costs Levy Total SDO02 fee tariff base 4.418.946,766
Total SD02 FSCS Levy £4,084.23




Therefore the FSCS Levy total for Firm X during 2016/17 will be:

FSCS Levy Type

Value

A000 Levy (Base Costs) £27.26
A013 Levy (Base Costs) £26.22
APQO Levy (Base Costs) £3.11
SCO02 Levy (Specific & Compensation Costs) £7,978.55
SDO02 Levy(Specific & Compensation Costs) £4,084.23
Net FSCS Levy Total £12,119.37




