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Dual Role of the FDIC

 The FDIC wears two hats in a bank resolution
— Deposit Insurer
— Receiver, which conducts the receivership to:

 Liquidate failed bank assets
 Handle creditor claims

« Areceivership is a bank resolution and liquidation
regime that is separate from the judicial bankruptcy
process

 The Recelver is a distinct legal entity and has special
powers granted by law.
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Planning—The Critical Element in a Resolution

« A prerequisite for any effective resolution is advance
planning

« Advance planning can only be achieved when there is:
— Access to supporting information
— Cooperation with supervisor



Resolution Process
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Common Resolution Options

 Purchase and Assumption (P&A)
— Insured deposits only or all deposits
— With or without loss share
— Normally opens next business day

* Deposit Payout
— Insured depositors are paid generally by check or paying agent

— Deposit Insurance National Bank may be established to smooth
the transition to finding a new bank

« Bridge Bank

— Strips out the bad assets/operations of the failed bank

— Reopens under a new charter and managed by the FDIC as
receiver



FDIC Special Receivership Powers

Independent of governmental or court orders

— Can transfer assets and liabilities of the failed entity without outside
approval

— No court may take action to restrain or affect the exercise of powers of
the FDIC as receiver

All claimants must follow claims procedures as established by the
FDIC

May stay pre-existing lawsuits
May terminate burdensome agreements

Can enforce existing agreements

— Existing agreements may not be terminated, accelerated or declared in
default without the consent of the FDIC

— Automatic stay is placed on derivatives contracts

 FDIC has 24 hours to decide whether to allow the contracts to default or
remain in force



Problems Due to Complexity and

| nterconnectedness
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U.S. Regulation of Systemically |mportant Financial
Firms (SIFIs)
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Dodd-Frank Act: Resolution Authority for
Large, Systemically Important Financial Firms
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