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On April 18, the Federal Deposit Insurance Corp. released updated
frequently asked questions[1] related to upcoming resolution
submissions by covered insured depository institutions, or CIDIs, and
exemption[2] of certain content requirements under its revised
resolution planning rule at Title 12 of the Code of Federal
Regulations, Section 360.10.[3]

The changes reflected in the FAQ and exemptions further the FDIC's
objective of applying lessons learned from the 2023 regional bank
failures to prevent future significant losses to the deposit insurance
fund. They also are reflective of the broader focus on lessening
regulatory burden across the bank regulatory agencies in the second
Trump administration.

In general, the changes will make it faster and easier for banks to
finalize their upcoming CIDI resolution plan submissions. The FDIC
has streamlined the required content in both full resolution and
interim supplement submissions and eliminated aspects of the final
rule that were critiqued as requiring speculation about the impacts or
circumstances of a failure.

The changes also eliminate some of the uncertainty for banks created
when the FDIC declined to provide specificity in favor of flexibility in
the final rule. The FDIC now has limited its ability to make lack of
credibility findings, and defined timing and expectations around
engagement and capabilities testing.

Key aspects of the FAQ and content exemptions are summarized
below.

Exemptions Specific to Group A CIDIs

John Stoker

The content exemptions provide the most significant relief to CIDIs with $100 billion or
more in total assets, i.e., Group A CIDIs, which have been filing plans since the FDIC lifted
its three-year moratorium on submissions in 2021. The content exemptions walked back the
more burdensome of the final rule's requirements.

While Group A CIDIs still must identify a resolution strategy in their full plans, they no
longer must use a failure scenario for that strategy, provide "meaningful optionality" for its
execution across different scenarios, or conduct a valuation analysis in an appendix to the
plan.

Group A CIDIs are largely back to where they were before the FDIC updated the rule, with
the most notable difference being that they now must submit more frequently.

While the content exemptions mostly lessen the burden on Group A CIDIs, they will need to
reconsider their identified strategy. Based on a review of the public sections of their most
recently filed plans, many Group A CIDIs that disclosed their resolution strategy indicated it
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relied on formation of a bridge bank, and the final rule made a bridge bank the default
strategy.

The FDIC has now exempted Group A CIDIs from that requirement and indicated in the FAQ
that their focus should instead be on identifying strategies "that reasonably could be
executed by the FDIC."

This change will have the most immediate impact on the first cohort of Group A CIDIs that
are scheduled to file their initial full plans by July 1 and likely already developed a narrative
around the single strategy of a bridge bank and exit.

Discussion of a bridge bank likely will still make sense given these institutions' size and the
potential lack of an acquirer over a resolution weekend. However, all but the largest
institutions will need to consider whether discussion of a resolution weekend sale of the
entire bank is also warranted.

The FDIC commented in the FAQ that the identified strategy could include both, and acting
FDIC Chairman Travis Hill indicated in a recent speech[4] that a weekend sale is the best
option and that the FDIC intends to engage with the largest institutions in their role as
potential acquirers to increase the likelihood of this option.[5]

Although CIDIs' strategy discussion may need to change and broaden based on the FAQ,
the FDIC clarified that they are not expecting this section to be lengthy.

Exemptions Specific to Group B CIDIs

The biggest change for CIDIs with between $50 billion and under $100 billion in total
assets, i.e. Group B CIDIs, is that they are now exempted entirely from discussion of
franchise components. However, the FDIC did not go so far as to exempt Group B CIDIs
from making submissions altogether, and their submissions also still must address concepts
that are new to Group B CIDIs since they stopped having to make submissions in 2018.

This includes required discussion of material asset portfolios that may be sold to generate
significant income or value for a bridge bank or receivership. The only other content
exemption unique to Group B CIDIs is from the requirement to discuss policies, procedures,
and internal controls over preparation and approval of their full submissions.

Exemptions for Both Group A and B CIDIs

All CIDIs were exempted from the requirements to identify potential mitigants to the impact
of terminating material activities and to discuss nondeposit claims, which the FDIC indicated
in the FAQ it could obtain through other requirements or supervisory channels.

The FDIC also exempted both groups from six of the 14 content requirements for interim
supplements, leaving them focused on core information, including organizational structure,
deposit-related information and critical services, as well as material changes.

Most notably, even Group A CIDIs will not have to address the content focused on franchise
components in their interim supplements, but they should expect this area will be a focus of
their full submissions.

Hill acknowledged in his speech that a resolution weekend sale may not always be feasible,
in which case the FDIC would try to sell at least the deposit franchise and likely rely on the



information in this part of the submission.[6]
Credibility Criteria and Engagement and Capabilities Testing

In the FAQs, the FDIC indicated it will limit its plan credibility findings only to the
thoroughness and quality of the full submission, with a plan that addresses all content
requirements unlikely to result in a finding.

Group A CIDIs are therefore not at risk of a finding of lack of credibility based on their
identified strategy, and the FDIC also stated that it does not intend to comprehensively
verify or evaluate any CIDI's capabilities and projections. The FDIC additionally provided
more clarity and specificity in the FAQ about its engagement with CIDIs and testing of their
capabilities.

The FDIC indicated it generally plans to give at least three months' advance notice, and to
provide the topics and information needed before the engagement. The FDIC plans to
engage and conduct capabilities testing once with each triennial filer per submission cycle
and to coordinate testing for biennial filers with the testing of their resolution plans under
the Dodd-Frank Wall Street Reform and Consumer Protection Act.

Horizontal testing for Group A CIDIs will begin in 2026 and focus on their virtual data room
capabilities.

Takeaways for Resolution Planning and Beyond

In addition to the immediate impacts on CIDIs' upcoming resolution submissions, there are
broader lessons from the FAQ and content exemptions.

Approach to Deregulation in Second Trump Administration

While use of the FAQ and content exemptions may have been driven by the pending July 1
deadline for initial resolution submission, the FDIC's approach also reflects an emerging
trend of paring back Biden administration rules outside of the typical notice-and-comment
rulemaking process.

Where the rulemaking process is perceived to not move quickly enough to offer relief, the
banking agencies are looking for other avenues to achieve deregulation. For example,

the Consumer Financial Protection Bureau has indicated it will not defend against court
challenges to its rules and will otherwise deprioritize its supervision and enforcement efforts
for some rules.

Beyond delivering on deregulation priorities, the resolution planning changes are also
reflective of the reality that, with a significantly reduced staff, the FDIC may not have the
capacity to review the detailed information required by the final rule or to verify and
evaluate banks' capabilities and analyses.

Differing Perspectives on Effective Resolution and Receptivity to Mergers
Involving Large Banks

The final rule and updated FAQ signal that perspectives on bank resolution strategies and
acquisitions involving large banks may differ depending on agency leadership. Banks may
need to pivot quickly given the influence these policy positions will have on their resolution
plans.
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The final rule's default strategy of a bridge bank was consistent with the FDIC not
immediately selecting a buyer for either Silicon Valley Bank or Signature Bank and the Biden
administration's disfavoring of potential mergers or acquisitions involving large banks,
which, as a practical matter, a weekend sale may involve.

In contrast, the FDIC has now pivoted to promoting a weekend sale as the best resolution
outcome and has also rolled back its prior position statements requiring enhanced scrutiny
of mergers involving large banks.

The banking agencies' perspectives, however, may change again with future bank failures or
changes in administration, and the use of FAQ and content exemptions could mean that in
the future the FDIC may bring back, or potentially even seek to enhance, the final rule's
requirements.
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