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Federal Deposit Insurance Corporation 
550 17th Street, NW, Washington, DC 20429-9990 Legal Division 

 
January 26, 2017 
  
 
 
 
 
 
    FDIC FOIA Log Number 17-0111 
 
 
 
This is in response to your request of December 26, 2016, pursuant to the provisions of the 
Freedom of Information Act (FOIA), 5 U.S.C. §552.  Your request seeks electronic copies of the 
following manuals:  
 

1) Division of Resolutions and Receiverships Contract Oversight Manual (DRR COM). 
2) FDIC Proforma Training Manual 
3) DOS Manual of Examination Policies 
4) Asset Resolution Manual (ARM) 
5) DRR Closing Manual 
6) DRR Capital Markets Policies and Procedures Manual 
7) Managers Procedures Manual 
8) DSC Formal and Informal Action Procedures (FlAP) Manual 
9) DSC Shared National Credit Program Procedures Manual 
10) OCFI Resolution Plan Review Manual 
11) DRR Least Cost Test Manual 
12) Bridge Bank Manual 
13) DRR Terminal Manual  
14) DSC Case Manager Procedures Manual 
15) Formal and Informal Action Procedures Manual 
 

You indicate this is a non-commercial, individual request, and you agree to pay up to $30.00 for 
the processing of your request. 
  
You have been categorized as an individual requester.  Individual requesters receive 2 free hours 
of search, and 100 free pages of duplication.  In processing your request, we have expended the 2 
free hours of search time and 100 free pages to which you are entitled. 
 
Attached please find an electronic copy of the Capital Markets Manual (129 pages), with some 
redactions made under Exemptions 4, 5, 6 and/or 8, 5 U.S.C. §§552 (b)(4), (b)(5), (b)(6) and/or 
(b)(8). 
 
 
 



Exemption 4 permits the withholding of trade secrets, and confidential or privileged commercial  
or financial information obtained from a person.  Exemption 5 permits the withholding of inter-
agency or intra-agency memorandums or letters which would not be available by law to a party 
other than an agency in litigation with the agency (i.e., information that is privileged to the 
FDIC).  This includes, e.g., deliberative process privileged information, and among other things, 
information subject to a commercial privilege.  Exemption 6 permits the withholding of 
personnel and medical files and similar files the disclosure of which would constitute a clearly 
unwarranted invasion of personal privacy.  Exemption 8 permits the withholding of information 
contained in, or related to, the examination, operating, or condition reports prepared by, on 
behalf of, or for the use of the FDIC in its regulation or supervision of financial institutions. 
 
This completes the processing of your request.  You may contact me at 703-562-2761, or our 
FOIA Public Liaison, Acting FDIC Ombudsman Gordon Talbot, by email at GTalbot@fdic.gov 
or telephone at 703-562-6040, for any further assistance and to discuss any aspect of your 
request.  Additionally, you may contact the Office of Government Information Services (OGIS) 
at the National Archives and Records Administration to inquire about the FOIA mediation 
services they offer.  The contact information for OGIS is as follows: Office of Government 
Information Services, National Archives and Records Administration, 8601 Adelphi Road-OGIS, 
College Park, Maryland 20740-6001, email at ogis@nara.gov; telephone at 202-741-5770; toll 
free at 1-877-684-6448; or facsimile at 202-741-5769. 
 
If you are not satisfied with my response to your request, you may appeal this decision to the FDIC’s 
General Counsel within 90 business days following receipt of this letter.  If you decide to appeal, 
please submit your appeal in writing to the Legal Division, FOIA/Privacy Act Group, at the address in  
our letterhead.  Please refer to the FDIC log number and include any additional information that you 
would like the General Counsel to consider. 
 

Sincerely, 
 
      Lisa M. Snider 

Lisa M. Snider 
Government Information Specialist  
FOIA/Privacy Act Group, Legal Division 
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I. POLICY STATEMENT 

Capital Markets is responsible for the 111anagc1ncnt and disposition of securities, syndicated 
loans, syndicated limited partnerships, and Qualified Financial Contracts. A Capital Markets 
Functional Manager shall be assigned, in advance, to each failing institution. That specialist has 
the responsibility to identify the appropriate assets, remove any liens or encu111brances, infonn 
the appropriate Capital Markets sales tca1n, and 1nakc sure that the assets arc 111anagcd properly 
until such ti1ne as sold, all subject to the appropriate delegated authority. 
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II. GLOSSARY OF KEY TERMS 

4C - Integrated, end-to-end \Veb-based application that provides fltll fltnctionality to support 
franchise 1narkcting, asset marketing and asset n1anagc1ncnt 111anagc the full inventory of 
Receivership assets. 

BACU (Bank Account Control Unit) -_Section \Vithin BOS \Vhich monitors the FDIC's bank 
accounts \Vith the FHLB's and FRB's including the stock holdings. 

BIS (Business Information Systems)- Section ofDRR in Dallas which handles the data such 
as loan tapes from a closing. Responsible for setting up new inventory in 4C by uploading 
tcn1platcs. They also process Enrichn1cnt Feeds, \vhich is an MS Excel file prepared to n1ass 
update so1ne fields in 4C. 

Bloomberg- Third-party soft\vare ltsed by the FDIC to research securities. Includes information 
about 1narkct pricing and principal and interest payments. 

BPMS (Business Program Management System) - Section in DRR which oversees the IT 
needs of DRR, Sltch as constructing the 4C database, and ad111inistering FACTS software. 

BOS (Business Operations Support)- Section of DRR in Dallas, responsible for the FDIC'.'s 
accounting at the Receivership level. 

Capital Markets Functional Manager (Cl\1FM) - Is responsible for providing advice and 
exercising Capital Markets authority and responsibility over securities, syndicated loans, 
syndicated limited partnerships, and Qualified Financial C'.ontracts during the pre-close and 
closing phase of a bank in the resolutions process. Each bank has a different CMFM assigned 
who is listed on the closing Organizational Chart. Usually becomes the Capital Markets 
Receivership Manager during post-closing phase of the process. When traveling on-site, 
coordinates \vi th Proforma to reconcile the securities inventory, obtain pricing, complete 
Proforma Jackets, and prepare the 4C template. 

Capital Markets l\Janager -Is responsible for approving and reviewing the work performed by 
Capital Markets stafl-1nembers. 

Capital Markets Receivership Manager (CMRM) - Is responsible for the administrative 
activities of a receivership post-closing including transferring retained securities to the FDIC's 
custody, and ensuring the security is liquidated or 1nanaged. Usually the Capital Markets 
Fltnctional Manager dltring pre-close and closing phases of the process. 

Capital Markets Valuation Team The C'.apital Markets Specialists responsible for providing 
pricing and valuation of securities for a variety of purposes (for exan1ple, pre-close franchise 
111arketing and analysis, Least Cost Test, and the annual ALR process). 

Claims- Section ofDRR, responsible for monitoring and 1naking decisions regarding Clain1s 
filed by creditors of the failed bank. 
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GLOSSARY - continued 

Closing Manager (CM) - Is responsible for leading the team closing the financial institution; the 
Closing Manager's role generally concludes \Vith the Proforma meeting between the Financial 
Manager and the Assun1ing Institution. 

CTM (Control Total Module) - FDIC'.'s internal accounting systen1 tor n1onitoring the receipt 
of cash by the Corporation. The cash is posted by Jo11n1al Entry to specific assets in Metavante. 

DOF, Treasury Manager (Division of Finance, Treasurv Manager) - Is responsible for 
overseeing the FDIC's custodial account and conducting the "back-oflice" functions tor 
transferring sec11rities into and out of that account. 

DRR Resolution Timetable Internal report created by ORR to track troubled financial 
institutions, estitnated closing dates, and certain stafl-persons assigned to 'W'Ork on the resolution. 

DRR Special Programs Group - Section within ORR, \vhich serves as the inter1nediary 
between Franchise and Asset Marketing, Washington, DC'. and DOA for contracting issues. This 
section also revie'W·s and tiles all of the bidder qualification forms (e.g. Purchaser Eligibility 
Certifications) that are Sltbtnitted on the FDIC's website. 

FDIC Custodians -
• 
• 
• 

Prin1ary - Federal Hon1e Loan Bank of Nev.' York 
Municipals - Cantor Fitzgerald 
('itibank & Wells Fargo - Structured Sales Trustee 

Franchise Marketing, Washington, DC - Section \Vithin ORR which is responsible for the 
Least C:ost Test and preparing the Board Resolutions pre-close. 

Institution and Asset Sales, Franchise Marketing, Field Operations Branch, Dallas, TX -
Section \Vithin ORR \Vhich does the planning and marketing of the bank pre-close, including 
setting up data-rooms for due diligence. and sending Team Leaders onsitc to gather data. 

Proforma Jackets - Docun1entation prepared by the ProfOnna Team to convert the tailed bank's 
accoltnting records from accrual basis to cash basis accoltnting and to document the "split" of 
assets between those rc1naining with the FDIC: and those sold to the Acquiring Institution. 

Metavante - Third-party systetn used by FDIC for asset servicing. Individual assets are loaded 
into Metavante which is updated by Journal Entries posted into CTM. 

NFE {Nc\v Financial En\'ironmcnt) - FDIC's internal General Ledger system, \Vhich 
aggregates data fron1 CTM, Metavante, and 4(' at the Receivership level. 
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GLOSSARY - continued 

Post-Closing Asset Manager (PCAM) - Is responsible for managing and servicing loans and 
other assets that remain with the Receiver and serves as the point of contact on-site post-closing. 

Proforma Team - Is responsible for the accounting for a bank closing. The Proforma Manager 
for a Receivership is listed on the Organizational Chart for a closing. Activities are docun1ented 
in the Proforma Jackets. 

Purchase & Assumption Agreement - Legal document prepared by FDIC legal to implement 
the transaction between the FDIC and the acquiring institution. 

Qualified Financial Contracts (QFC's) -QFCs arc certain financial contracts that have been 
defined in the Federal Deposit Insurance Act (FDI Act) and receive special treatment by the 
FDIC'. in the event of the ti:tilure of an insured depository institution (institution).The FDI Act 
identifies QFCs ltsing the statlttory definition of five specific financial contracts. This statutory 
list of QFCs consists of securities contracts, co111n1odity contracts, for\vard contracts, repurchase 
agree111ents, and swap agreements. 

Receiver-in-Charge (RIC)- Is responsible for the orderly administration of the receivership in 
its early days, generally the first fe\\1 months past close. 

RemotePlus (IDC) -Third-party software purchased by the FDIC'., and used by C'.apital Markets 
to obtain data and pricing for securities. 

RIS/SDI Call Report Detail - FDIC's internal database, maintained by DIR to store Call Report 
and TFR Data. 

RMS \ 1ision System - FDIC's internal system, maintained by RMS for recording the results of 
bank exan1inations including CAMEL ratings. 

Settlements -Group within Rccciv·ership Ov·ersight which 111onitors the relationship between the 
FDIC and the acquiring institution by maintaining a "due to/due from" ledger for approxi1nately 
I year atler closing. The Settlements Manager for a Receivership is listed on the Organizational 
Chart for a closing. Notifies and coordinates \Vith Capital Markets \\1hen there are post-closing 
issues such as repurchases, discovered assets, and trailing payn1ents. 

Strategic Resolution Plan (SRP) - Com111unication prepared by C'.apital Markets Functional 
Manager and sent to the Receiver-in-Charge and Closing Manager pre-closing for the purpose of 
planning the closing. 
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GLOSSARY - continued 

Syndicated Limited Partnerships (Syndicated LP's or SYNLP's) - Is an asset category 
created by Capital Markets to include interests in the form of shares or li1nited partnership 
interests in funds that arc organized as partnerships or lin1itcd liability companies \Vith 
partnership election for tax purposes. For a complete definition see Section 5.1 "Definition of a 
Syndicated Lin1ited Partnership''. 

Svndicated Loans (SYN Loans) - Loans n1adc by two or 1norc lenders contracting directly \Vith 
a borrower under the sa1ne credit agree1nent. For a complete definition see Section 3.1 
"Definition of a Syndicated Loan". 
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III. FLOWCHARTS 
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B. Pre-Clc1sing Acti\''ities: ln\'entc1ry Recc1nciliatic1n 
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C. Pre-Clc1sing Acti\-'ities: Pricing 
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D. Pre-Closing Activities: Analyze Bank Inventory & Prepare SRP 
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F. Closing Activities: Pricing 
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G. Post-Closing Activities: Obtaining Custody of FDIC Retained Securities 
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H. Post-Closing Activities: Tracking Payments - Physical Securities 
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I. Post-Closing Activities: Tracking Payments - Book Entry Securities 
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.J. P<>st-Cl<>sing Acti\'ities: Sales Pr<>cess 
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K. Example Bank Closing Organizational Chart 

Found on SharcPoint under: 
DlZlZ Open (or Closed) Bank Site Links :> "Bank ,\1a111c" :> Shared Docun1ents > l~.JC'-C'losing Manager }'older 

I 

I 

INSTITIJTION NAME: 

CITY, ST: 

INSTITUTION CODE NAME: 

CLOS NG TEMI CODE NAME: 

flame 

m=e 
flame 
nome 

CLOSING DATE/TIME: 

TOTAL ASSETS (MM): 

TOTAL DEPOSITS (MM): 

CLOSING HOTLINE: 

CONFERENCE NUMBER: 

ASSET MANAGER 

ASSET SUPPORT 

ORE/FF&E 

CAPITAL MKlS I SEC 

CONTRACT/LEASE 

SUBSIDIARIES 

PC ASSET MGR 

name FUND: ""'"" 
mme INSffiUTION ID: xxn:x RECEIVER IN CHARGE -· ~· name 

name FDIC WEB; 

FM- Dallas: '"' ~e FM· SOie: mme CLOSING MANAGER 
•me auantum1QM - RAC: name name 

~· 
Spherion/OM' Paymll name 

~· 
OIG: 

ADMIN ASSIST 
XJ.X-YXX-XXXX ext: "" name 
XXX-)O(X-XXXX code: ""'""" 

BRANCH COORD INV N CHllRGE CLAIC FINANCIAL MNllAGER 

name name 

name name 
CL SME I PF TEAM LEAD I PF DEPSPEC 

BRANCH MANAGERS I INVSUPPORT 
mme name 

mme nome 
CLSPTFIELD I PF SUPPORT 

name 
mme 
name 
mme 

I=: 
name 

Imme 
name 

-e 

l'"'m" 
mme 

I NVlECH 
na1ne name 

name 
nome 
name 

m=e 

I INV INVENTORY 

c"=mce~-----"name 

CL RLS/CAS LEAD l"~e 
me 

r'~~------+-,~m-e-----~n~ne 

name 

m=e 

L-------~EMP BENEFITS LEADlname 

',"•"m°'rn~-----~"~e 

RECOR[$ MGMT I EMP BENEFJfS SPT I 
name name na1ne 

PAYROLL LEAD 
DIVISION 

name 

I PF LOllN SPEC 

name 

I TAX SPECIALIST 

name 

REGION I 
~TTI_EMENTAGENT lname 

. _fl~ne 

;mcmcm:e:::::::::::::::::::;m~m"e~-----~ 

L--~-M-~-'-'-'-~--~lname 

I 

I 
name 

oee Dallas 
PAYROLLSPT 

Jacl<socrv1lle 
name Schaumbu 
name To1al ORR 

ORR Trainees 11ncluded 

°" 00, 

DSC 

LEGAL 

cc 
Total Contractors 

Total Count 

I 
flame 

rame 
name 
name 

I flame 
_name 
name 
name 
flame 
name 

FAC MGR 

FACSPT 

;tOFSTAFF 

• • • • • 
• • • • • • • 

COMMUNICATIONS 

OMBUDSMNI 

CPLLCENTER 

name 

LEAD ATTORNEY IT MANAGER 

name name 

I LEGAL SUPPORT I ITSPECIALIST I 
name name 
name nome 

I CLOSING ATTORNEYS I IT SUPPORT I 
c"-'-"-"------~name 

I PLG ATTORNEYS 
nome 

name 
DEPOSIT DOWNLOAD I 

I LIT ATTORNEYS 
fl~ne 

nome 
name 

LOllN DOWNLOAD I name 
fl~ne 

nome 

FORENSICS SUPPORT I 
% of Tola I Coun1 fl~ne 

nome 
0 'o name 
% name 
% 

Oil IT SUPPORT I % 

% name 

m=e 
% fl~ne 

% 

'', 
% 
% 

% 

"• 
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L. Qualified Financial Contracts - 371 Rccordkccping 
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:=========: 

•ORR Resolution Ti1neline 
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• Point of Contact 

•Scale & Scope of OF Cs 
•Table A1 
•Table A2 

11h1 

• _·U-L . 
·-·I· 

• 
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-,jAr; t 

:'Ui 
,, 
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~ec. ik~- .-,q 

I-'.- Jul[,_ 

• SDl/RIS Call Report •Other Files \e.g. ISDA/Master 
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--1\111: 

""' 

-·nt - .~1. .. --
k~: !v~ 
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11 Failure 
> 
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unwind. transfer or 
repudiation 

21 



Page 22 

THIS PAGE INTENTIONALLY LEFT BLANK 

22 



Page 23 

IV. POLICIES AND PROCEDURES 
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A. SECURITIES 

24 



Page 25 

1. SECURITIES GUIDANCE 
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A. SECURITIES 
I.I Definition of''Securities" 

The tem1 "Securities" includes, but is not lin1ited to, U.S. Treasury instruments, issues of 
governmental agencies, mortgage-backed obligations, 1nunicipal bonds, \Varrants, options, 
futures contracts, partnership interests, shares of unit investment trusts, participation certificates, 
preferred or common stocks and other equity instru1nents, rated or unrated bonds, notes or other 
debt instruments, financial derivatives, special purpose finance corporations (subsidiaries) \vhich 
serve or have served as vehicles for issuing or holding mortgage-backed or asset-backed 
securities, and all related instru1ncnts. [Definitions for Receivership Management Delegations, 
Attachn1ent I to DRR Circular 1000.2]. 
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A. SECURITIES 
I 2 P Cl G "d . re- O!'J'lll!! Ul a nee 

In preparation tor the closing and sale of a bank, Capital Markets provides tim ely and relevant 
analysis of secltrities, coin plex capital markets stntctures, and other appr opriate information in 
support of the efforts of the Franchise and A ssct Marketing Branch (FAMB). In addition, 
C'.apital Markets manages compliance with the Record Keeping Rule f or Qualified Financia I 
Contracts pursuant to 12 CFR Part 371 (Section E. Qualified Financial Contracts (QFC:'s) - Part 
371 ). 

Roles o[_ Cue.ital 1lfarkets .Staff ilfe111hers at Pre-Closi11g: 
• Capital Markets Internal Accounting Team - responsible tor 

reconciling secltrities portfolios to the general ledgers of failing 
financial institutions for the Least Cost Test and for Profor1na planning 

• Capital Markets Valuation Team - responsible for valuing all 
securities. 

• Capital Markets Specialist responsible for Pricing - a 111ember of 
the Capital Markets Valuation tea1n, responsible for organizing the 
pricing data and co1nmunicating the data to F AMB for inclusion in the 
Least Cost Test and the Purchase and Assumption Agreement. 

• Capital Markets Functional (Receivership) Manager (CMFl\.1)- is 
responsible for providing Capital Markets support during the planning 
and preparation for closing of financial institutions that hold securities, 
syndicated loans, syndicated lin1ited partnerships, or Qualified 
Financial Contracts (QFCs). 

Additional Stakeholders: 
Institution and Asset Sales, Franchise l\Jarketing, Field Operations 
Branch, Dallas, TX - Section within DRR which does the planning 
and marketing of the bank pre-close, including setting up data-roon1s 
for due diligence, and sending Tea1n Leaders onsite to gather data. 
Franchise Marketing, Washington, DC Headquarters- Section 
\Vithin DRR which is responsible for the Least Cost Test and preparing 
the Board Resolutions pre-close. 

CaeJtal il1arkets J11ternal Acco11nti11g Tean1 Rese.011.,·ibilitie.,·: 
The Capital Markets Specialist supports the planning and preparation for closing 
of financial institutions that hold securities, syndicated loans, syndicated limited 
partnerships, or Qualified Financial Contracts (QFCs) by assisting Franchise 
Marketing and Proforma in reconciling the securities portfolios to the General 
Ledgers of failing financial institutions. 

(Flo\vcha11 B: Jlre-Closing Activities: lnventor:y lZeconciliation) 

1.) Reconcile Securities Portfolio: Using the docltmentation available on 
Shareooint, The Soecialist resoonsible oreoares a reconciliation of the 
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securities portfolio to the general ledger of the failing institution. The 
reconciliation is perfonned using the previous 1nonth-end Cltt-off 
statc1ncnt, reconciling the safekeeping statc1ncnts, the subsidiary 
accounting statc1ncnt, and the general ledger statement to try to obtain a 
con1plete list of securities held by the bank prior to closing. The 
Specialist obtains additional documentation as needed by coordinating 
with Franchise Marketing. Field Operations Branch's representative 
on-site at the bank pre-close. 

While conducting this reconciliation, the Specialist should atte111pt to 
identify physical securities or off-balance sheet securities and bring 
them to the attention of the ('MFM and Proforn1a. 

2.) Post Reconciliation to Sharcpoint: The final reconciliation is posted 
to Sharcpoint in the Open Bank Site for the institution in the Assets-
Securities folder. 

Capital ,ifarkets Valuation Tean1 Respo11sibilities: 
C:apital Markets Valuation Team n1c1nbcrs arc responsible for responding to 
requests for valuing securities. During the pre-close phase, Franchise Marketing 
sends these requests to the Capital Markets Specialist responsible for pricing, \vho 
requests the Valltation Tea111 Me111bers to value the securities. The Capital Markets 
Specialist organizes the final valuation deliverable and sends it back to Franchise 
Marketing. 

(flo\vchart C: Pre-C'losing Activities: Pricing) 
(Flo\vchart D: Pre-Closing Activities; Analvzc Bank Portfolio) 

3.) Price Securities: Atler the inventory is cotnplete, the Valuation Team 
coordinates with Proforma to obtain pricing for all securities by 
cn1ailing the inv·cntory to the ('apital Markets Specialist responsible for 
pricing. 

(Job Aid 2.1: Pre-Close & ('losing Valuation Guidance) 

a. Capital Markets Specialist responsible for Pricing Values 
Securities using Remote Plus or Bloomberg - For the 
majority of securities, the current Market Values are available 
from Re1note Pllts (Financial Times Interactive Data) or fro111 
Bloomberg. 

(Job Aid 2.1: Pre-Close and Closing Valuation Guidance) 

b. \'aluation Team l\1embers \ 1alue other Securities - For 
securities \vhere the current Market Values are not available 
from Ren1ote Plus or Bloomberg, Valuation Tean1 Members are 
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responsible tor researching the securities and determining a 
value. The securities values can be obtained from Financial 
Advisors or the values can be dctcm1incd using internal 
valuation n1cthodologics depending on the asset type. After the 
Valuation Teatn metnbers value the securities, the Teatn 
docu1nents the valuation methodology used and uploads the 
pricing 111cthodology on the ('apital Markets SharcPoint Site. 

(Job Aid 2.1: Pre-Close and Closing Valuation Guidance) 

4.) Values arc Provided to FAl\.18 by the Capital Markets Specialist 
responsible for Pricing- All values arc provided to the Capital 
Markets Specialist responsible for pricing who consolidates the values 
into a standard te1nplate and provides the valltation to F AMB. Included 
with these values is ('apital Markets' rccon11ncndation on whether or 
not the securities should be retained by the FDIC as Receiver or passed 
to the Acquiring Institution. This data is itemized in the Purchase and 
Assumption Agreement, Schedule 3.5. The valltation worksheet is 
uploaded onto the ORR Open Banks SharcPoint Site by F AMB. 

C:ae_ital iWarkets f'1tnctional [Receivers/1ieJ1lfa11ager Reseonsihilities: 
Capital Markets supports the planning and preparation for closing of financial 
institutions that hold securities, syndicated loans, syndicated lin1itcd partnerships, 
or Qualified Financial Contracts (QFCs). The ('apital Markets Functional 
Manager (CMFM) for pre-closing and closing assists in an advisory capacity by 
taking on any of the follo\ving responsibilities: 

(Flov.,1chart C: Pre-Closing Activities: Pricing) 
(Flow·chart D: Pre-Closing Activities: Analyze Bank PortlOlio) 

I.) Analyze Portfolio & Prepare Strategic Resolution Plan (SRP): The 
CMFM analyzes the financial institution's securities portfolio, financial 
statements, and regulatory filings to identify the inventory of securities 
including Qltalified Financial Contracts, and any significant issues. 
Once the portfolio has been analyzed, the C:MFM prepares the SRP to 
sun1marize the inventory and any significant issues. The SRP is 
con1municated to the RIC (Receiver-in-C'.harge) and CM (Closing 
Manager) for planning purposes prior to a bank closing*. 

(Job Aid 2.2: Pre-Closing Inventory Analysis & Preparing an SRP) 

*Ifthere are Syndicated Loans or Syndicated Limited Partnerships, 
Capital Markets would be notified by F AMB and niay be asked to 
assist in an advisory capacity during pre-closing or asked to be onsite 
during the closing. In these instances, the CMFM coordinates with the 
Sales Tea1n. 
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**Capital Markets SRP is 1nerely for planning pltrposes. The final, 
whole bank SRP is prepared by the RIC & C:M and is approv'cd by 
FDIC' Senior Management. 

2.) Attend/call in to Pre-Close Functional l\1anagcr Meetings: When 
notified, the CMFM attends or dials into the pre-close meeting to assist 
in the planning of the closing. The CMFM also attends the Closing 
Informational Meetings, the morning of the closing, if traveling. 

3.) E\'aluate Resources needed for Closing: The CMFM dctcrn1incs the 
appropriate level of staff resources required fron1 the Capital Markets 
team and the team's respective deployn1ent location(s) at closing. The 
CMFM consults with Capital Markets Managers if there are concerns. 

4.) Provide Advisory Services: The CMFM provides advice and analysis 
to the Receiver-in-Charge (RIC), Closing Manager (CM), Franchise 
Marketing, and the other Functional Managers on any capital markets-
related issues and concerns. 
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A. SECURITIES 
I 3 Cl G "d . O!'J'IH!! Ul a11ce 
Capital Markets provides the Closing Team timely and relevant capital 1narkets data and market 
interpretation. Further, Capital Markets provides assistance as necessary to the Closing Team in 
gathering information required to carry out Capital Markets' post-closing responsibilities. 

Roles o[_CaeJtal 1lfarkets .Staff1l1e111hers at Closing: 
• Capital Markets Valuation Team - responsible for valuing all 

secltrities. 
• Capital Markets Specialist responsible for Pricing - a 1ncmbcr of 

the C'.apital Markets Valuation team, responsible for organizing the 
pricing data and comtnunicating the data to F AMB for inclusion in the 
Least Cost Test and the Pltrchase and Assu111ption Agree111ent. 

• Capital Markets Functional (Receivership) Manager (CMFl\.1)-
Responsible for managing issues related to securities, syndicated loans, 
syndicated limited partnerships, or Qualified Financial Contracts 
(QFCs) that are held by a closing financial institution. 

Additional Stakeholders: 
Institution and Asset Sales, Franchise l\Jarketing, Field Operations 
Branch, Dallas, TX - Section within DRR which does the planning 
and marketing of the bank pre-close, including setting up data-roon1s 
for due diligence, and sending Tea1n Leaders onsite to gather data. 
Franchise Marketing, Washington, DC Headquarters- Section 
\Vithin DRR which is responsible for the Least Cost Test and preparing 
the Board Resolutions pre-close. 

CaeJtal 1l1arkets Valuatio11 Teani Re.\'[]JJ11sihilities: 
Capital Markets Valuation Tea1n me111bers are responsible for responding to 
requests for valuing securities. During the closing phase, these requests arc 
handled by Profor1na in the absence of a 1nember fro1n Capital Markets. 

(flo\vchart E: ('losing Activities: Inventory) 
(Flo\vchart F: C_]osing Acti\1itics: Pricing) 

!.) Price Securities: After the inventory is received from ProfOnna, obtain 
pricing for all securities. 

(Job Aid 2.1: Jlre-Close & Closing Valuation Ciuidance) 

a. Capital Markets Specialist responsible for Pricing Values 
Securities using Remote Plus or Bloomberg - For the 
1najority of securities, the current Market Values arc available 
from Ren1ote Plus (Financial Times Interactive Data) or from 
Bloo1nberg. 
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(Job Aid 2.1: Pre-C:Jose & C:Josing Valuation Guidance) 

b. \raluation Team Members \ralue other Securities - For 
securities where the current Market Values arc not available 
from Ren1ote Plus or Bloomberg, Valuation Tean1 Members are 
responsible for researching the sec11rities and determining a 
value. These values can be obtained fron1 Financial Advisors. or 
they can be dctcrn1incd using internal valuation methodologies 
depending on the asset type. Afler the valuation Tetn Members 
value the sec11rities, the Team documents the val11ation 
1ncthodology used and uploads the pricing 1ncthodology onto 
the Capital Markets Sharcpoint Site. 

(Job Aid 2.1: Pre-Close and Closing Valuation Guidance) 

2.) \ralues are Provided to Proforma by the Capital Markets Specialist 
responsible for Pricing - All values are provided to the Capital 
Markets Specialist responsible for pricing \Vho consolidates the valltes 
into a standard tctnplatc and provides the valuations to FAMB. 
Included \\"ith these values is Capital Markets' rccon1mendation on 
whether or not the securities should be retained by the FDIC as 
Receiver or passed to the Acquiring Institution. The information is then 
used to dctcnnine if an amcndn1cnt to the Purchase and Assumption 
Agrec1ncnt, Schedule 3.5 is necessary. 

Values for discovered assets should be provided within 24 holtrs after 
receiving email notice fro1n Proforn1a that there is a discovered asset. 
The exception is if values arc needed sooner, Proforn1a 1nay send a final 
email notice to the Capital Markets Valuation Team \vi th a deadline for 
final valltation. If values are not provided by the Valuation Team, 
Proforn1a will V'aluc securities at Profon11a using the safckccpcr's 
1narkct Value and, if that's not available, the failed banks book value. 

In addition, the CMFM assigned to the closing should analyze assets 
discov'cred at Closing and dctcnninc whether they arc to be included in 
Schedule 3.5 based on availability of the market value inforn1ation. 

* Amend111ents to the P & A Agree1nent 111ust be approved by the 
Assistant Director, Institution and Asset Sales, Franchise Marketing 
and co1nmunicated to the Proforma & Legal tean1s on site. 

Capital ilt/arkets F11nctio11al (_Receivershie) 1"fa11ag_er Rese.011sibilities: 
C:apital Markets supports the planning for and execution of closing financial 
institutions that hold securities, syndicated loans, syndicated li1nited partnerships, 
or Qualified Financial Contracts (QFCs). The Capital Markets Functional 
Manager (CMFM) for pre-closing and closing will assist in an advisory capacity 
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by taking on any of the follovving responsibilities: 

• For sonic closings, the ('apital Markets Rccciv'crship Manager travels 
on-site. In such an instance, n1any of the responsibilities of the Capital 
Markets Receivership Manager overlap with the responsibilities of the 
Proforma Team; thus, the Capital Markets Receivership Manager 
should coordinate with the Profon11a Tca1n. The final Profonna Jackets 
arc the responsibility of the Profor1na Tcan1. 

Ifa Capital Markets Receivership Manager is not on-site, then Steps 1-4 listed 
below arc carried out by a n1c1nbcr of the Proforn1a Tca1n, selected by the 
Financial Manager. The Proforn1a Tcan11ncmbcr then con1municatcs key 
information to the Capital Markets stafl-n1ernber \vho is assigned as the respective 
failed bank's Capital Markets Receivership Manager. 

After Proforma has con1pleted their responsibilities, the Proforn1a Team 1nember 
for Securities sends an en1ail to the CMFM with documentation to support their 
calculations in the Profonna Jackets. The docu1nentation is also uploaded to the 
C:apital Markets Sharcpoint Site in a folder for the receivership. Included in the 
docun1entation \\rill be the follo\\ring inforn1ation: 

• 4C Template 
• Accrued Interest Worksheet 
• 
• 
• 
• 
• 

Delayed Principal Pay1ncnts Worksheet 
FTID Pricing Worksheet 
Safekeeping Cut-ofl' Staten1ent 
Safekeeping Contact 
Pledge Report 

(See the Policy and Procedure Manual for Proforma.) 

I.) lntervie\V Financial Institution Staff: Interview financial institution 
staff to gather infor1nation on the securities inventory and Qualified 
Financial Contracts (QFCs). 

(.lob Aid 2.3: (:losing Intervic\v Guide) 

2.) Inventory Securities O\vned by the Failed Bank*:The Capital 
Markets Receivership Manager \Vill coordinate \Vith Profonna to obtain 
a con1plete inventory of the securities owned by the failed bank as of 
the date of closing by reconciling the bank's portfolio accounting 
records to third party docun1entation, pritnarily Safekeeping Statements 
[CO:-ITROL: CORROBORA TIO!\ WITH THIRD-PARTY 
0()(:l}l\1E'JT.~ TION]. Identify unsettled trades and/or securities 
com1nitments and update the inventory accordingly. Additional 
verification of a security's existence can be obtained by using: 

• Trade confirmations, 
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• Pledge agree1nents, 
• Master agree111ents, or 
• Annexes and schedules to the niastcr agrccn1cnts . 

*The ProfOnna Team has its own set of Inten1al Controls for approving 
and ens11ring the accuracy of the inventory when co1npleting the 
Proforn1a Jackets. 

3.) Split Securities bet\veen the FDIC and Acquiring Institution: The 
Capital Markets Receivership Manager assists Proforma, as needed, 
with preparing the Securities Profom1a Jackets, including ''splitting" or 
identifying securities retained by the FDIC or sold to the Acquiring 
Institution as specified in the final Purchase and Assumption 
Agreement, prepared by Legal, and docu111ented on the failed bank's 
SharcPoint Site. 

The C'.apital Markets Functional Manager must also revievi the P&A 
agreement to ensure all updates and split of assets to the FDIC and the 
Als arc accurate by reconciling the pricing worksheet with the P&A 
agreement. !CONTROL: RECOl\CILL\TIOI\ OF PRICll\G 
WORKSHEET TO P&A AGREEMEl\TI 

4.) Complete 4C Template: Assist Profonna, as needed, with preparing 
the 4C Template to ensure that securities arc loaded into 4C accurately. 
The template is reviev,.,ed fOr fOrmatting by the Capital Markets 
Specialists responsible dltring the post-closing phase*. 

(Joh Aid 2.4: 4C.' Template Re\1ic\v (Juidelincs) 

*The FDIC BIS Groups and BOS (called Proforma on-site at closings) 
have their own intcn1al controls for reconciling and ensuring the 
accuracy of the 4C Te1nplates. 

5.) Prepare to Transfer Book-entry Securities to the FD I C's 
Custodian: Gather data about the safekeeping arrange1ncnts such as 
Safekeeping Agents, contact persons, authorized signers, and pledging 
arrangements in order to transfer the securities to FDIC'.'s custody. 

(Job Aid 2.5: Transferring Book Entry Securities) 

6.) Gather Physical Securities and Supporting Documentation: Locate 
physical securities and files fOr securities, syndicated loans, or 
syndicated limited partnerships retained by FDIC as Receiver and 
arrange for the transfer of physical securities and files to headquarters, 
Washington DC. 

34 



Page 35 

(Job Aid 2.6: Shipping Physical Securities) 

Best Practice flint: Note on the inv·cntory those C:US!Ps that arc not 
valid, as this is a sign that the securities arc likely to be physical. 

If the CMFM does not travel on-site, it is the responsibility of the 
CMFM to contact the Asset Manager and make arrangcn1cnts to ship 
the Physical Securities to DOF. 

7.) Support Closing Team: At closing, Capital Markets supports the 
Closing Tca1n by prov·iding necessary inforn1ation and input to the 
Financial Managcn1cnt team (Pr0For1na, Scttlc1ncnt and Interim 
Servicing), the Legal team, and (v.-hen necessary) the Claims and 
Sltbsidiaries tea1ns. This support can be provided on site at the closed 
institution or fro1n the ('apital Markets Specialist's official station. At 
institution close, the Capital Markets Specialist assigned as the Capital 
Markets Functional Manager for a closing \viii participate by: 
• Attending closing tea111 functional manager 1neetings \Vhen onsite, 

or, if requested, calling in to the Monday nioming 111ccting 
following closing \\.'Cckend. 

• Providing advice and analysis to the Receiver-in-Charge (RIC), 
Closing Manager (CM), the F AMB Marketing Specialist, and the 
other Functional Managers and tcan1 1ne1nbers on any capital 
markets-related issues and concerns. 

• Responding to inquiries from Assuming Institution representatives. 
• Sub1nitting all necessary reports, 111ernos and schedules to the 

Closing Manager when on-site as the C:apital Markets Functional 
Manager 

8.) l\.1anagc Qualified Financial Contracts: If there are QFC's, Capital 
Markets will work with Closing Tcan1 mcn1bcrs and will ad1ninister, 
1nanage and dispose of Qualified Financial Contracts in a ti1nely 
manner (Section D. Qualified Financial c:ontracts). If there are QFC's, 
gather data regarding collateral and trade confirmations. 
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A. SECURITIES 
I 4 P Cl G · 1 . ost- OSlllV 111t ance 

DRR Capital Markets manages and liquidates securities to obtain the best value for the benefit of the 
receivership. Capital Markets staff members have both operational and sales responsibilities for 
securities based on the roles outlined bc\o\v: 

Roles o[_ Car1.f tal il1 arkets Staff ll/en1her.,· at JJ0.\·t-Closi11g: 
• Capital Markets Rccci\'crship (Functional) l\.1anagcr (CMRM) -

responsible for obtaining custody, tracking principal and interest payn1cnts, and 
other administrative tasks related to securities within a particular receivership. 

• Capital Markets Internal Accounting Team - responsible for maintaining an 
up-to-date Capital Markets Inventory listing. including tracking the safekeeping 
location for all Capital Markets assets, performing "cancel and corrects", and 
ensuring pay1nents are being received by the Receiverships for physical and 
not-certificate securities. 

• Sales Team Leadcr/l\.lcmbcr ("Sales Team") - responsible for the disposition 
of a particular security or type of securities. 

• Capital l\larkets Manager responsible for approving sales cases \Vithin the 
Manager's delegated authority. reviev.-ing Capital Markets Inventory 
reconciliations, and approving 4C Service Requests. 

Additional Stakeholders: 
Division of Finance ("DOF") - responsible for overseeing the FDIC's 
custodial accoltnt and transfer of securities into and Oltt of the account. 
Business Operations Support (""BOS") - responsible for the FD I C's 
Receivership Accounting syste1n, which includes accounting for inventory and 
recording journal entries for the receipt of payment on securities. 

Caeital ,lfarkets F1111ctional (Receivershi11.J /Wanager Reseonsibilities: 
Receivership Managers are responsible for all of the administrative or operational 
responsibilities tor the securities starting \vith the date of bank closure until the date of 
liqltidation. These responsibilities include the follo\ving: 

(Job Aid 2.7: Capital Markets l{eceivership Manager C'hecklist) 

1.) Obtain Custody of FDIC-Retained Securities: Capital Markets Receivership 
Managers arc responsible for obtaining custody of I OOo/o of the securities 
retained by the FDIC. A complete inventory of retained securities is listed on 
the 4C Template, on the Closed Bank SharePoint Site tor the closed institution. 
Upon notification from relevant sources, when events occur after closing 
\Veckend (ex. repurchases, discovered assets), the Capital Markets Receivership 
Manager is also responsible for obtaining custody of those assets. The process 
tor obtaining custody ditTers depending on ifthe securities are classified as 
book-entry, physical. or "not-certificated": 
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(Flov..-chart G: Post-C:Josing Activities: Obtaining c:ustody of FDIC-Retained 
Securities) 

a.) Book-Entry Securities: For purposes of this 111anual, "book-entry" 
securities are securities tor \vhich the O\vner does not receive 
physical certificates, and instead the secltrities are electronically 
held in safekeeping by a custodian. The custodian acts as an 
intcr1ncdiary bct\vccn the issuer and the o\vncr and keeps records of 
the identity of the owner. (For exatnple, a failed bank tnight own 
book-entry secltrities issued by Ginnie Mae and held electronically 
in the bank's safekeeping account at C:itibank.) We obtain custody 
of these securities by transferring thcn1 fron1 one custodian (the 
tailed bank's custodian) to another ("FDIC's custodian"), using the 
DTC or Fed Book-Entry system. Capital Markets Receivership 
Managers identify retained securities that arc book-entry by 
obtaining a Safekeeping Statcn1cnt and arranging for their delivery 
to FHLB NY or other FDIC-designated C'.ustodian. [C:O'.'JTROL: 
TlllRD-PART\' \"ERIFIC:A TIOJ\'J. An overall reconciliation of 
the transfer request is pcrforn1cd by the Resolutions and 
Receiverships Specialist responsible for securities transfers. 
[CO"ITROL: SECOl\DARY REVIEW[ The Division of Finance 
(DOF) has control over the FDIC's custody account and monitors 
the transfer of securities into and out of that account. [('()'.'JTR()I,: 
SE(;RE(;,\cl'I()]\' ()I•' DL'I'IESI Once book-entry securities arc 
transferred, payments will automatically be deposited into the 
FDIC's custodial account. Capital Markets Receivership Manager 
\viii need to be conscious of the record dates and n1ake 
arrangements to have trailing payments sent to the FDIC'. (See 
Section 1.4. Track Principal and Interest Pay1nents JOr FDIC 
Retained Securities). 

(Job Aid 2.5: ·rransferring Book f::ntry Securities) 
(Job Aid 2.8: Updating Pay1nent Instructions JOr Securities) 

b.) Physical Securities: For purposes of this manual, "'physical" 
securities are securities evidenced by physical certificates. These 
certificates can be registered in the nan1e of the owner or registered 
in "Nominee Name" and held by a custodian. Many types of 
securities can be found in physical form, but the most co1nmon 
types are municipal bonds or shares of stock. Generally, physical 
securities are obtained during closing \veekend and sent to the 
Division of Finance for safekeeping in its Vault. Ho\vever, in the 
event that physical securities arc located after closing \Vcckcnd, it is 
the responsibility of the CMFM to have the certificates sent to the 
Division of Finance for storage in the Vault. [COJ\'TROL: 
SEGREGATIOJ\' OF DL"TIESI The Specialist responsible for 
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transfers 1nonitors the Vault Inventory and tracks transfers into and 
out of the Vault Inventory. (CONTROi.: SF:CO'IOARY 
RF.VIEW( 

(Job Aid 2.6: Shipping Physical Securities) 

c.) Not-Certificated Securities: For purposes of this manual, "not-
certificated'' is a designation created by Capital Markets to describe 
securities that are not evidenced by physical certificates and are not 
held in book-entry safekeeping by a custodian. Instead, the issuer or 
the issuer's agent keeps its own record of the ownership. One 
example of a "not-certificated" security is stock registered by the 
issuer, or the issuer's Shareholder Relations Manager, in DRS 
(Direct Registration Syste1n provided by OTC) form. Syndicated 
Lin1itcd Partnerships arc other cxan1plcs of securities which arc 
described as "not-certificated." For all not-certificated securities, 
arrangements must be 1nade vvith the registrar and/or paying agent to 
update the registration and redirect all future pay111ents to the FDIC. 

(Joh Aid 2.8: lJpdating Payment Instructions for Securities) 

Guidance for completing the transfer of securities is within 30 days of closing 
for securities that arc not cncu1nbcrcd. 

Once you have completed this step, initial the Capital Markets Receivership 
Manager Checklist and have it signed by a Capital Markets Manager. 
(COl\TROL: SECO'IOARY RF.VIF:Wf 

(Job Aid 2.7: CaQital Markets ReceivershiQ Manager Checklist) 

2.) For all physical and not-certificate securities, the CMFM is responsible for 
sending instructions to the paying agent, registrar, or Trustee, as applicable to 
ensure that payn1ents are received by the Receivership going forward. 

(Job Aid 2.8: UQ:dating Pay1ncnt Instructions for Securities) 

3.) Revie\\' of Capital Markets Inventory & 4C: The Capital Markets 
Receivership Manager should revie\\' and reconcile the Capital Markets 
Inventory and 4C against their own records (4C Tc1nplatcs, records of 
subsequent events, sales reports, etc.) and co1nmunicatc any differences to the 
Specialist responsible tor the C'.apital Markets Inventory. (CONTROL: 
SEC:OND.t\.R\:T RE\rIE\\·'I This reconciliation is conducted at least quarterly. 

4.) Update of Pro-Forma Values: The Functional Manager rcvic\\'S the values 
recorded at Pre-C'.losing to ensure accuracy. Any variance is researched and 
updated accordingly. (COl\TROI.: SECO'IOARY RF.VIEW( 
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C:ae_ital il1arkets /11ternal Accounting Tea111: 
The Capital Markets Inten1al Accounting Tea111 is primarily responsible for 
1naintaining an up-to-date ('apital Markets Inventory listing and has several related 
responsibilities such as coordinating the transfers of securities, pcrforn1ing 
reconciliations, reporting on Capital Markets activities, and monitoring principal and 
interest payments for physical and "not certificated" sec11rities. More detailed 
descriptions follow. 

1.) Maintain Inventory Listing: To maintain current data regarding Capital 
Markets activities. Capital Markets has established an inventory listing, using 
an MS Excel spreadsheet. This listing is updated by the responsible Specialist 
(or their designated back-up person). [ C:C)l\"l'RC>L: l{ES"l'RIC:·rED ,\(~(.~ESSJ 
The otlicial inventory listing is kept on the S:// drive in a restricted folder and 
is backed-up nightly. Copies of the Capital Markets Inventory are also made 
available weekly on the Capital Markets SharcPoint Site so that other staff 
mcn1bcrs can rcvie\v the data. 1c:C>N"l'RC>L: SE(.~()~01\R\1 l{E\1IE\\/I 

The Capital Markets Inventory is updated for the following events: 
• For newly failed banks, the inventory is updated by using the 4C 

templates. 
• For post-closing events such as repurchases, discovered assets, etc. and 

notifications are sent to the Sales Teams of the changes to their 
inv·cntory. 

• When securities arc liquidated, the inventory is updated after rcvic'.'.'ing 
notification from the Sales Teatn. [C:O'.'JTROL: SECOl\"DAR\' 
REVIE\YJ 

• For changes in custody and safekeeping locations, the inv·cntory is 
updated based on transfer requests and notifications. 

In addition to updates made to the Capital Markets inventory, to ensure 
accuracy of the data. the Specialist is responsible for the following 
reconciliations: 

• Reconcile Capital Markets Inventory to safekeeping statements from the 
FDIC's custodians monthly. JCOl\TROL: CORROBORATIO"I 
\\·'ITll TllIRD-PART\' DC.>C:lJ\'IEl\T.l\.Tl():"J] The reconciliation is 
also revicv..rcd by a Capital Markets Manager \\1ho initials the 
reconciliation. JCOl\TROL: SECO"IDARY RE\'IEWJ Copies of the 
Safekeeping Statements are made available to Capital Markets staff on 
the ('apital Markets SharcPoint Site. [C:C.>l\TR()f,: SE('()ND.~R\' 
Rf:VJF:WJ 

• Reconcile Capital Markets Inventory to 4C weekly. Discrepancies are 
followed-up \Vith the appropriate parties in Accounting and updates or 
changes to the Capital Markets Inventory arc made as necessary. This 
weekly reconciliation is revie\ved and signed off by a Capital Markets 
Manager. JCO"ITROL: SECOl\DARY RE\'IEWJ 

• Cooies of the Caoital Markets Inventorv are also oosted to Share Point 
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\veekly vvhen the reconciliation to 4C is con1pleted. 

Update 4C (Official System of Record for Inventory) to reflect Capital 
Markets Activity: 4C is the official systcn1 of record for the Capital Markets 
Securities Inventory. The C'.apital Markets Internal Accounting Team has the 
responsibility in Capital Markets for 1nonitoring 4C and initiating changes to 
4C. All changes arc carried out by BOS staff in Dallas and the 4C I lclpdcsk. 
The following arc scenarios in \vhich the Capital Markets Internal Accounting 
Team 1nay initiate changes in 4C: 

• When notified by Settle1nents that assets are being repurchased fro1n the 
Acquiring Institution, the Specialist responsible for the Inventory may 
prepare a 4C Tcn1platc for BIS to add securities to 4C. 1c:c>:'frl~<>L: 
1u:co-.c1L1ATIO" OF CTYI SYSTEYI BY BPYIS TO 4q 

• When assets are discovered ("discovered assets"), the Specialist 
responsible for the Inventory, initiates a Service Request or prepares a 
4C Template to be uploaded into the 4(' system. Service Requests arc 
approved and signed by a Capital Markets Manager and the changes are 
carried out by BOS. [CO"ITROI.: SF.COl\OARY RF:VIF.WJ, 
[COl\TROI.: SF:GRF:GATIO"I OF RF.SPONSIRll.ITIF.S[ 

• Prepares Enrichment feeds to update descriptive fields such as Pooling 
Code, Asset Sub-Type, Account Oflicer, Safekeeping Location, etc. as 
needed for reporting. The Enrichment feeds are processed by BIS or the 
4C I lclpdcsk. The Enrich1ncnt feeds arc based on data fron1 the Capital 
Markets Inventory listing which is maintained by the Specialist and the 
Inventory is reviewed by the Capital Markets Receivership Manager 
and the Sales Teams. [CONTROi.: SF:COl\OARY RF:VIF.W[ 

• C:rcatcs Marketing Projects in 4(' to account for Bulk Security Sales. 
This includes confirming \Vith BOS that all cash proceeds arc received 
and posted in CTM/Metavante before marking the Securities as "Sold" 
and "Closing Out" the Marketing Project in 4C. Ifthe assets are 1narked 
as ''Sold" in 4C before BOS has finished their Journal Entries in 
Mctavantc, then a reconciling itc1n \\1ill exist bct\\1ccn 4C and ('TM. 
[COl\TROL: RECO-.CILIATIOI\ OF CTYI SYSTEM BY BPYIS 
TO 4C] Marketing Projects are created in 4C for secltrity sales in 
accordance with "DRR ('ircular 7210.2 Use oj.4(' for Franchise 
l'vfarketing, Asset Marketing anlf Asset l'vfanagement Activities." 

• Initiates Service Requests to Inactivate Securities that are sold by 
methods other than Bulk Sales. Service Requests are approved by a 
C:apital Markets Manager and changes arc carried out by BOS. 
[COl\TROI.: SECO"IOARY REVIEW[, [COl\TROI.: 
SEGREGATION OF RESPO-.SIBILITIES[ 

• Reconciling 4C to the Capital Markets Inventory weekly. The 
reconciliation is conducted at the san1c time that the Specialist prepares 
the Pooling Report and assigns a "pooling code" (sales strategy) for 
every security in 4C. Any discrepancies betvveen the Pooling Report 
fro1n the \Veek orior and the current \\1eek are reviewed bv BPMS and 
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comtnunicated to the Specialist for correction. [C:O'.'JTROL: 
RECO:-ICILIA TIO:-/ OF WEEKLY POOLING REPORTS BY 
BPl\1S TO PRE\'l(llJS REPORTJ The reconciliation is also reviewed 
by a Capital Markets Manager v..rcckly. l(~()l\'l'R()L: SE(~():\l D1\R\' 
REVIEWJ 

3.) Coordinate the Transfer of Book-Entry Securities to FDIC Custody or to 
accommodate Sales initiatives. The Specialist responsible for transfers 
receives transfer requests fron1 the Capital Markets Receivership Manager 
including delivery instntctions for the failed bank's Custodian and a copy of a 
recent Safekeeping Statc1ncnt. The Specialist then reconciles the transfer 
request (Safekeeping Statement) to ('apital Markets Inventory (4C Templates) 
and cotnrnunicates ditl'erences to the Capital Markets Receivership Manager 
for resolution. JCOl\TROL: SECO:-IDARY RF.\'IF:WJ Once approved, 
transfer requests arc sent by cn1ail to the DOF, Treasury Manager requesting 
transfer of securities to the FDIC's Custodian. l(~()l\'l'R<>L: 
SEGREG.t\ TION OF DUTIES] Once delivery instructions have been 
established by DOF, they are com111unicated to the Capital Markets 
Receivership Manager who ensures that instructions arc con11nunicatcd to the 
other custodian according to the custodian's rcquircn1cnts. Delivery 
confirmations from DOF are received by the Specialist the day follovving 
transfer, and the Specialist should for\vard the notification to the Capital 
Markets Receivership Manager and to BOS so that they know the transfer was 
con1plctcd. 

(Flov,'chart G: Post-Closing Activities: Obtaining Custody of FDIC Retained 
Securities) 

4.) Monitor the Transfer of Physical Securities to FDIC Custody and maintain 
records for securities paper\\'ork sent to Headquarters. Changes in 
safekeeping locations arc updated in the ('apital Markets Inv·cntory. The 
Division of Finance controls the vault and maintains the vault inventory. 
JCOl\TROL: SEGREGA TIO:-/ OF DUTIESJ The Vault Inventory is 
reviewed against the Capital Markets Inventory by the Specialist responsible 
for transfers n1onthly who provides the 4C Asset ID nun1bcrs to DOF. 
l(~()l\'l'R<>L: SE(~():\JD1\R\1 l~E\'IE\\:] Copies of the Vault Inventory arc 
also made available to Capital Markets Receivership Manager on the C'.apital 
Markets SharePoint Site. JCO:-ITROL: SF.COl\DARY RF:VIEWJ 

(Job Aid 2.6: Shipping Physical Securities) 
(Flow·chart G: Post-Closing Activities: Obtaining c:ustody of FDIC: Retained 

Securities) 

5.) Track principal and interest payments for physical and not-certificated 
securities retained by the FDIC*. The goal of Capital Markets and BOS is to 
account for I 00% of the pay1nents due to the Receivership starting \Vi th the 
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date of bank closure until the date of liquidation. 

Capital Markets assigns different staff1nc1nbcrs the responsibility for 
monitoring principal and interest payments due on securities. These 
assignments are based on the type of security, ex. Municipals, Trust Preferred 
Securities, etc. and are ltsually assigned to the 111embers of the Sales Tea111 
responsible for that asset. The ('apital Markets staff person is responsible for 
calculating the Expected Payments due by verifying the a1nounts on 
Bloomberg, from the physical securities, or from another source. (CONTROL: 
TllIRO-PARTY CORRORORATIOr\I The Capital Markets staff members 
then coordinate with BOS, to ensure that the Principal and Interest was actually 
received by the FDIC. ICO'ITROL: SEGREGATIOr\ OF Dl!TIESI. 

(flo\vchart H: Post-Closing Activities: Tracking Pay1nents- Book-Entry Securities) 

Expected and Actual Pay1ncnt data should be kept up to date on an ongoing 
basis and they should 1naintain a report tracking all of the securities being 
1nonitored and the status of their payments. [COJ\'TROI,: SECO~DAR,1 

RF:VIF.VVI 

*The exception \vi th regard to tracking principal and interest payments is 
Syndicated Loans, Syndicated Limited Partnerships, and FRB & FHLB Stock. 
For Syndicated Loans, the pay1ncnts will be tracked by the Syndicated Loans 
Sales Tcan1 \\"ho coordinates \Vith the servicer of the loans (Section 3.4 
Syndicated Loans Post-Closing Guidance) For Syndicated Lin1ited 
Partnerships, the pay111ents are tracked by the Syndicated Li111ited Partnerships 
Sales Tean1 (Section 5.4. S~rndicatcd Limited Partnershi~s Post-Closing 
Guidance) The Capital Markets Receivership Manager should ensure that the 
Sales Teams are av..-are of the assets and follovv-up to ensure that the assets are 
liquidated. FRB & FHLB Stock is managed by the Bank Accoltnt Control Unit 
(BACU) a sub-group of BOS. This group monitors the FDIC's holdings at the 
Federal Reserve and Federal Home Loan Banks, including the redemption of 
the stock. 

6.) Provide expected pa~'ments data to BOS for book-entry securities, after 
the securities are transferred to FDIC Custody. 

It is the responsibility of BOS to ensure that principal and interest pay111ents are 
received by the Receiverships while the securities arc held by the failed bank's 
custodians. In order to support BOS, Capital Markets is responsible for (I.) 
transferring the securities in a timely manner, and (2.) allovving BOS access to 
data to know once securities have been transferred to FDIC custody. and (3.) 
Calculating Expected Payn1ents Data and prov·iding the infonnation to BOS so 
that BOS can verify that all payments are received by the Receivership. 

The ori1narv source of data for '·exoected oavments" is to use the Bloomberg 
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terminal. The Resolutions and Receiverships Specialist responsible obtains the 
data fro1n Bloomberg. 

(Job Aid 2.9: Hloon1bcrg Payment Tracking Model) 
(Flo\vchart I: Post-C:Josing Activities: Tracking Pav1nents - Book-Entry Securities) 

When data is not av·ailablc on Bloon1bcrg, the Resolutions and Rccciv·crships 
Specialist must gather the data from one of the following sources: 

• Trustee Remittance Reports 
• Intex.com 
• Physical Certificates 
• Paying Agent 

Expected Pay1nent Worksheets are to be posted on the Secltrities Cross 
Functional Sharcpoint Site by the Resolutions and Receiverships Specialist. 
These Worksheets should be posted \Vithin 2 V.'ccks of transferring the 
securities. 

BOS is responsible for niaintaining a tracking report with all Receiverships and 
the status for receiving payments. Their goal is to obtain pay1ncnts by the end 
of the next month follovving the transfer of securities to FDIC custody, but 
exceptions are 1nade in situations where securities are encu111bered. 

7.) Re\'ie\V purchase price calculations for securities sold to the Acquiring 
Institution: There are tvvo components of the purchase price vvhich are 
reviewed by Capital Markets. They are described belo\\1: 

a.) Review Settlement Price (""Cancel & Corrects"): Per Section 3.2 of the 
Purchase and Assumption Agreement, "if the factor used to determine the 
par value of any security for purposes of calculating the purchase price, is 
not for the period in which the Bank ('losing Date occurs (sec Pricing 
Worksheet from closing), then the purchase price for that security shall be 
subject to adjustn1ent post-closing. Under this procedure, atler such current 
factor beco1nes publicly available, the Receiver \\1ill recalculate the 
purchase price utilizing the current factor and related interest rate" In order 
to accomplish this task, the Specialist is responsible for recalculating the 
purchase price and accrued interest and sending the updated calculations to 
Settle111ents to either pay or recover the difference from the Acquiring 
Institution. 

b.) Review Accounting for Trailing Principal and Interest Payments: 
Depending on the timing of a bank failure, there may be instances \Vhere 
principal and interest payn1cnts were accrued by the failed bank, and not 
paid until after the closing date ("trailing payments"). It is the responsibility 
of the Specialist to determine when these instances occur using the record 
dates and oavment dates for the securities sold to the Acauiring Institution. 
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This data is available on the Pricing Worksheet from Closing Weekend. 
When trailing pay1nents are discovered, the Specialist reviews the Proforma 
Jackets to dctcm1inc whether or not these payn1cnts were calculated 
correctly and if they \Vere split to the acquiring institution. 

• If the trailing payn1ents \Vere calculated correctly and split to the 
acquiring institution, no settlement is needed. 

• If the trailing payments were calculated incorrectly and split to 
the acquiring institution, then the Specialist should \Vork \Vith t 

the Settlement Manager to recover the difference. 
• If the trailing pay1nents were not split to the acquiring 

institution, then the Specialist calculated the amount of trailing 
payments and recovers that amount by \Vorking '""ith the 
Settletnent Manager assigned to that Receivership. 

(Job Aid 2.8: Updating Pay1ncnt Instructions for Securities) 

The Specialist should complete this step and send an updated worksheet to the 
Settle1nents Manager for within 30 days of the bank's closing. The Specialist 
maintains the tracking worksheet to ensure that all banks arc reviewed and that 
an SATF is completed. The updated Tracking Worksheet is sent to Scttlc1nents 
Managers by the 51

h of each 1nonth. 

5.) Responsible for all reporting regarding Capital l\1arkets acti\'ities to 
parties outside Capital Markets. 

6.) Revie\\' 4C Templates to ensure that securities are loaded into 4C using a 
consistent format. Before tc1nplatcs arc loaded into 4C, an cn1ail is sent by 
BIS to the t\vo Capital Markets staff 1nembers responsible for rcvic\\1ing 
ten1plates stating that the template is ready to be loaded. Capital Markets has 
two business days to review the template and send an ei11ail approving the 
for1nat or pro\.ridc fonnatting changes. 

(Job Aid 2.4: 4C Te1nplate Review· Guidelines) 

Reseonsibilities Sales Tea111 f,eader//We111ber: 
In accordance \Vith the FDIC In1provemcnt Act of 1991, it is the policy of ORR to: 

• Maximize the net present value return tfotn the sale or disposition of 
assets. 

• Mini1nizc the amount of any loss in the resolution of any cases . 
• Ensure adequate competition and fair and consistent trcatn1ent of offcrors . 
• Prohibit discrimination in the solicitation and consideration of otlers . 

Thus, in order to ensure compliance with policy, Sales Tca1n Members have the 
follo\\'ing responsibilities: 

(Flov,'chart J: Post-Closing Activities: Sales Process) 
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1.) Prepare Case to Document Sale: Prior to the liquidation of securities, a case 
or mcn1orandu1n 1nust be written that cites and is approved by the appropriate 
delegated authority. The case 1nust be uploaded into F AC'TS to docun1cnt the 
approval. ICOl\TROL: SEC:O~DAR\' RE\'IE\\·'] Case writing guidelines 
can be found in DRR Circular 7000.6, entitled Case Preparation. 

2.) Follow Requirements as set forth in Case: Depending on the situation and 
the authorized signer, cases may have different requirements that the Sales 
Team must comply with. Exa1nples are as follows: 

• So1nc cases require the Sales Tcan1 mcn1bcrs to travel on-site and 
monitor a sale conducted by a Financial Advisor. 

• Other cases, such as those granting the approval to use an FDIC 
Guarantee (ex. Structltred Sales), require that the Sales Team me111bers 
1nonitor the pcrforn1ancc of the transaction, specifically the use of the 
FDIC (juarantcc. 

3.) Monitor Sales Proceeds: The sales team is responsible fOr ensuring that all 
sales proceeds are received by the FDIC. The sales tea111 is also responsible for 
ensuring that cash posting instructions arc sent to BOS in order for cash to be 
applied to specific assets. iCO.'\flllOL: SEl),t\ll,t\"1'101\ OJ<" 
RESPO~SIBILIT\'] The sales tean1 should also receive confirmation from 
BOS that the wires \Vere received and follow-up if there are any reconciliation 
ISSUCS. 

In the event that cash proceeds need to be allocated to n1ultiple receiverships 
(e.g. Structured Sales), the Sales Team is responsible for 1naking sure that the 
allocation method is properly docun1cntcd. The allocation n1cthod should be 
approved and signed oil.by the Assistant Director, Capital Markets. 
(CONTROL: SECOl'iDARY REVIEW( 

4.) Monitor Contractors: When a contractor is engaged and the Sales Team 
Member is named as the Oversight Manager (OM) or Technical Monitor (TM) 
fOr the contract, the Sales Team is responsible tor monitoring the contractor's 
perfonnance. The Division of Ad1ninistration's Acquisition Services Branch 
\\1ill notify staffn1c1nbcrs of their appointment as OM or TM for a contract and 
will also ensure that the OM's/TM's are adequately trained. Even if the Sales 
Team does not serve as an OM or TM, there are several aspects of the contract 
that the person should 111onitor. They are as follo\\1s: 
a.) If the contractor is hired to conduct selling, then the Sales Team must 

review and sign-off on reserve pricing set by the contractor. The Sales 
Teatn Metnber also document instances when the Sales Team chooses to 
accept a bid below reserve. (CONTROi.: SF:CO'IDARY RE\'IF:Wf 

b.) The Sales Tca1n 111ust also ensure that any bidders solicited by the Sales 
Tean1 are ··Qualified'' under f[)J(: guidelines. See /112 belo\.v. 

c.) The Sales Tea1n must revie\v any calculations performed by the contractor 
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and ensure that they are accurate. For example, \vhen the contractor is hired 
to conduct selling. the Sales Tea111 m11st reconcile calculations prepared by 
the contractor to the wires remitted to the FDIC. l('(_)NTR(ll.: 
REC01'iCILI1'iG SALES PRICES TO INCOMl1'iG WIRESI 

d.) Also, the Sales Team n1ust n1onitor the terms of the contract in terms of 
co1npensation and reviewing contractor invoices sub1nitted to FDIC for 
payn1cnt for reasonableness. The Sales Tca1n should con1municatc any 
issues that would affect pricing to the OM and TM v.rho is responsible for 
paying the invoices. ICO:-ITROL: SECOl'iDARY REVIEWI 

5.) Ensure Bidders are "'Qualitied": The Sales Tca1n is also responsible for 
ensuring that Bidders have an up-to-date PEC (Purchaser Eligibility 
Certification) and Pre-Qualification Request Form filed \vith the FDIC. These 
fon11s can be found on the FDIC website at 
h ttg ;/ /v.,'\V\V. fd i c. go\r /buying/ fi nan c i a 1/ g ua 1 i fi cation nrocc ss. h trn I. Approved 
PEC files arc maintained by ORR Special Progran1s (jroup. 

*lfa contractor is condltcting sales, ensure that all bidders co1nply \Vith the PEC 
rcquirc1ncnts. 

6.) Monitor Transition Period Principal and Interest Payments: When a 
Custodian other than FHLB NY is used for the sale, the Sales T earn is 
responsible for ensuring that any principal and interest payn1cnts received by 
the Custodian arc fonvardcd to the FDIC'. The Sales Tcan1 should also take 
steps to ensure that the principal and interest payments are accurate and they 
should coordinate \Vith the Specialist responsible for tracking payments, \Vhere 
applicable. The Sales Tca1n is also responsible for following-up with the 
('ustodian in the event of a discrepancy. 

Responsibilities o['the Cue.ital ,·lfarkets 1"fa11ag_er: 
For internal control purposes. a Capital Markets Manager acts as a secondary reviewer 
and approver in several circu1nstanccs as outlined below: 

!.) Sign and approve Sales cases in FACTS '""ith the appropriate delegated 
authority. ICO:-ITROI.: SEC01'iOARY RF:YIEWJ. 

2.) Revie'v Reconciliations: 
a.) Approves reconciliation ofC'.apital Markets Inventory listing to FDIC 

Custodian's Safekeeping State1nent, monthly when prepared by Specialist 
responsible. IC01'iTROL: SECO-.DARY REYIEWI 

b.) Approves weekly reconciliation of Capital Markets Inventory listing to 4C, 
when prepared by the Specialist responsible.fCONTROL: SEC:Ol\'D . .\R\1 

REYIEWI 

3.) Approve In-House Auctions: When auctions are conducted in-house, the 
Capital Markets Manager approves and signs ofT on several difl'erent aspects of 

46 



Page 47 

the auction as follows: ICOl\TROL: SECO:-IDARY REVIE\VI 
a.) Approve Bidder List: Reviews bidder list to ensure sufficient coverage of 

MWOB's (Minority Won1cn Owned Businesses). and both large and 
smaller investors. 

b.) Approve Sales List: Approves list of assets and reserve prices prior to 
auction. 

c.) Approve Sales Price: Post-auction reviews the sales prices and approves 
and docun1cnts circu1nstanccs \\"here Capital Markets chooses to sell for 
under-reserve. 

4.) Re\'ie\V Capital Markets Recei\'ership Manager Checklists: Review the 
checklists and supporting documentation to ensure that the tasks of 111anaging a 
receivership such as transferring securities and updating payment instructions 
have been completed. 

(Job Aid 2.7: Ca[Jital Markets Rcccivcrshi[I Manager (]1ccklist) 

5.) Oversee year-end valuation process: Assign staff111embers to asset types for 
the responsibility of valuing portfolios or ov'crsccing FAs providing valuations. 

~ote: See external reference, FDIC Asset Valuation Reference (FAVR), for 
additional detail regarding year-end valuations. 
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2. SECURITIES JOB AIDS 
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A. SECURITIES 
2.1 Job Aid: Pre-Close & Closing Valuation Guidance 

***Job Aid to be used by the --c:apital Markets Valuation Team 

Upon request, C:apital Markets provides a securities portfolio valuation to assist in the n1arkcting 
of the troubled financial institution. Listed below arc the steps for providing a securities portfolio 
valuation: 

I.) Rccciv·c request for pricing. 

2.) Create valuation spreadsheet (see Format belo\v). 

3.) Value using an approved pricing source. The approved pricing sources arc dctcnnincd by 
Franchise Marketing, Headquarters. Capital Markets uses RcmotcPlus (FTID) and then 
Bloon1berg as the source for securities not priced by Remote Plus. In rare exceptions, 
depending on the types of securities involved, Capital Markets hires Financial Advisors 
to pcrfor1n the valuation. These decisions arc approv'cd by either the Capital Markets 
Manager or Franchise Marketing. Under certain circun1stanccs Rc1notcPlus and 
Bloon1berg n1ay sho\v pricing for securities that are calculated fron1 discounted cash flow 
models. These sec11rities, private 1nortgage-backed or asset-backed securities (including 
collatcralizcd debt obligations) and other structured finance securities. do not regularly 
trade in the secondary markets and the discounted cash flow n1odcl pricing levels on 
RemotePlus and Bloomberg are not necessarily indicative of actual trading price levels. 
For these securities Capital Markets reviews the securities using other resources like 
Intcx or Financial Advisors. 

4.) For securities where a value is not available ffon1 RemotePlus and Bloo1nberg, the 
sec11rities are valued by the Capital Markets Valuation Tea111 (see below for Valuation 
Guidance). 

5.) Retun1 completed valuation to requestor by en1ail. A Capital Markets Manager is alw·ays 
copied on the returned valuation. 

Standard Format for a \raluation Spreadsheet: 

• Use MS Excel 

• Include: CUSIPS. SECURITY DESCRIPTION, ORIGINAL FACE/PAR VALUE, 
BANK'S BOOK VALUE (IF AVAILABLE) 

• Retrieve PRICE, PRICE DATE. FACTOR. FACTOR DATE. AGENCY RATING. 
COUPON RATE, POOL NUMBER. COLLATERAL TYPE and any other infomiation 
that 1nay be requested fro1n RemotePlus (FTID), Bloon1bcrg, or other data source 
provider. 
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• Calculate the Market Value for the securities. 

• Note securities that have "Paid Off'/"Matured" 

• Using guidance fro1n Franchise Marketing, llcadquartcrs, identify the securities that will 
likely "Pass" to the Acquiring Institution or be retained by the FDIC in the transaction 
ofl'ered to franchise bidders. (The final decision is determined by Franchise Marketing 
when writing the Purchase and Assu1nption Agree111ent and Proforma who carries out the 
instructions in the Purchase and Assun1ption Agrccn1cnt. Typically, securities without 
investment-grade credit ratings (i.e. below BBB/Baa) or with Bloomberg or RemotePlus 
pricing that is calculated from a model valuation are not passed to the Acquiring 
Institution. 

INTERNAL VALUATION GUIDA!\ CE: 

1.) Conduct Research to Identify the Security. 

2.) Obtain more information about Security by searching on Bloomberg, IDC, S&P's 
Cusip Bureau (e.g. CUSIP Query), S~L Financial, U.S. Securities and Exchange 
Commission's EDGAR ("'Electronic Data Gathering, Analysis and Retrieval") 
system and the Internet about the security. Additional pricing resources include the 
Municipal Securities Rulemaking Board's Electronic Municipal Market Access 
("EMMA") site, Bondvie\v, etc. 

3.) Using information available, develop a valuation strategy: 
a. Current Trade Data: For other securities, the Valuation Team 1nay reach out to 

various trading desks to obtain any Cltrrent trade data. Judgment is used to 
dctcr1ninc if, based on the security type, the trades arc representative of current 
market value. 

b. Modeled Pricing: For son1e securities, modeled prices arc av'ailable through the 
FDIC's subscriptions \Vith Bloo1nbcrg or JDC. If these 1nodclcd prices arc 
available, the Valuation Team 1nay evaluate the methodology, taking into account 
current interest rate projections, projected loss and prepayment speed projections, 
delinquency and default loss assu1nptions. general cconon1ic cnvironn1cnt. 
projected cash flo\\.' yield calculations and other considerations. Certain types of 
structured finance securities may be more accurately priced through these models 
than others. Ongoing kno\\1ledge of the relevant market and co111mltnication \Vi th 
the 1narkct participants should help in dctcrn1ining accuracy of these pricing 
1nodcls. 

c. Comparati\'C Securities (COl\.IPS): If the Capital Markets Valltation Team 
cannot find a current trade, or other reasonable pricing cstin1atc for a security, it 
1nay calculate the security's price by co1nparing it to other sin1ilar securities 
whose prices can be readily obtained (the COMPS). By comparing similar 
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characteristics of the COMPS such as issuer type, asset type, issuer or asset's 
geographic location, coupon, collateral type, etc. the Valuation Team 111ay be able 
to calculate a con1parablc price for its security. Relationships with national and 
regional broker dealers, investors and other financial services industry participants 
is critical for the Valuation Team to have in order to access titnely, candid and 
detailed information regarding COMPS. 

I. For example, for a bank trust preferred security ("TruPS") the 
Capital Markets Valuation Team could identity a bank or group of 
banks with empirical market prices for securities that are 
considered COMPS. The COMPS arc then used to dctcrn1inc a 
relative value for the security in question. The Valuation Team 
could consider factors such as public credit ratings and current 
CANARY or CAMELS ratings. Once a relative credit risk is 
established between the COMPS and the security in question, 
comparison of the tcrn1s and conditions of the securities, coupons, 
duration, call features, etc. are used to calculate a price cotnpared 
to the COMPS. A similar process can be ltsed for equities and 
other types of debt securities. 

4.) Document valuation methodology on the Capital Markets Sharepoint Site. 
Documentation consists of computer screen shots, short \\'rite-ups, cash flow \Vorksheets, 
etc. 
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A. SECURITIES 
2.2 Job Aid: Pre-Closing lni1entorr Analvsis & Preparing an SRP 

This job aid provides a reference of the activities to be perfOnned by Capital Markets Functional 
Manager (CMFM) during the pre-closing phase for an institution in the resolution process. These 
activities relate to the institution's portfolio of securities, syndicated loans, syndicated li1nitcd 
partnerships, and Qualified Financial Contracts (QFC's). Many of the docun1cnts needed 1nay 
have been obtained by Franchise Marketing and posted to the institution's SharePoint site, on the 
DRR Open Bank sites. If infon11ation is missing. the CMFM should work closely with the 
FAMB tca1n 111cmbcr(s) who arc currently on-site at that institution to obtain the necessary 
information. 

***Note that the relevance of information in the SRP is subjective. The CMFM will want to use 
judgtncnt and experience to dctcm1inc the issues to bring to the Rl(''s and C:M's attention. If 
there arc no issues, the CMFM should specify that in the SRP. 

Steps for Preparing the SRP: 

1.) Receive Request: For each closing, the CMFM \viii receive a request from the 
Receiver-in-Charge (RIC'.) or the Closing Manager (CM) to prepare an SRP. 

2.) Analyze Documentation for Securities: 
a.) Obtain a Copy of the 1nost recent inventory by checking SharcPoint under: 

DRR Open Bank Sites> "Bank 1Va111e" >Shared Documents> ASSETS -
SECURITIES 

b.) Make sure the pre-close inventory is priced by the Capital Markets Specialist 
responsible for pricing. (Job Aid 2.2: Pre-Closing & Closing Valuation 
Guidelines) 

c.) Revie\\' the bank's Call Report and 111ost recent lOQ/lOK (http:.i/edgar.sec.gov) to 
v·crify the scale and scope of securities listed in the portfolio relative to the 
disclosures in the call report. 

d.) Revievi the bank's n1ost recent General Ledger by checking SharePoint under: 
SharePoint Site - DRR Open Bank Sites> ''Bank l'lame" >FINANCIAL 
STATEMENTS to verify the size and scope of the securities listed in the portfolio 
relative to the (jL. 

e.) Depending on the assets, consider researching securities on Bloomberg for issues 
such as calls, sinking fl.ind pay1nents, or incorrect cusips. 

Possible Securities Issues to note in SRP: 
• If there's a significant amount of physicals, consider sending someone onsite. 
• If securities aren't priced, then note that they should be retained. If there's a 

significant a1nount, consider sending son1conc onsitc. 
• Given current sales strategics, note if there arc any securities that \vould be 

difficult to liquidate. 
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3.) Analyze Documentation for QFC's: 
a.) The quickest way to determine if the bank has QFC's is to check Sharepoint for a 

letter fro1n the financial institution. The letter can generally be found on 
Sharcpoint Site - ORR Open Bank Sites> "'Bank Na111e'' >Shared Docun1cnts > 
ASSETS - SECURITIES> QFC'S, although sometitnes QFC intOnnation can be 
found in the CONTRACTS & LEASES, CLAIMS, or OTHER LIABILITIES 
folders. 

b.) If the bank has QFC's, obtain a copy of the 111ost recent QFC Inventory by 
checking SharePoint under: SharePoint Site - ORR Open Bank Sites> "Bank 
1Vame" >Shared Docu111ents >ASSETS - SECURITIES> QFC'S. Within the 
QFC folder, identify Table A I, Table A2, trade confinnations, and applicable 
legal agrccn1cnts (Sec Section E. Qualified Financial C.'ontracts (QFC's) - Part 
3 71 ). Review· the agreements (e.g. ISDA master and/or other applicable 
agreements). which govern the outstanding QFC transactions in Table Al. 
Identify the address ofthc counterparty for the purpose of notification. As needed, 
consult Legal on interpretive matters. 

c.) Review the bank's Call Report and most recent lOQ/lOK (http:.i/edgar.sec.gov) to 
verify the scale and scope of QFCs listed in the portfolio relative to the 
disclosures in the call report or general ledger. ('all Report line itcn1s that should 
be reviewed include the following: 

Repos - Schedule RC, line 3.b. 
Reverse Repos- Schedule RC, line 14.b. 
Dcrivativ'cs: 

Credit- Schedule RC-L, lines 7.a.1-4 
Interest Rate - Schedule RC'.-L, line 13 
Forex - Schedltle RC-L, line 13 
Equity - Schedule RC-L, line 13 
Com1nodity/Other- Schedule RC-L, line 13 

d.) Revievi the bank's n1ost recent General Ledger by checking SharePoint under: 
SharePoint Site - ORR Open Bank Sites> ''Bank l'lan1e" > Shared Docu1nents > 
FINANCIAL STATEMENTS to verify the size and scope of the QFC's listed in 
the portfolio relative to the GL. 

e.) Obtain the QFC'. trade confirmations and con1pare these documents w·ith the 
transactions identified in Table Al to ensure completeness. 

Possible QFC Issues to note in SRP: 
• Determine w·hich securities are pledged as collateral for QFC'.'s, if any. This 

helps F AMB decide if the securities sholtld be passed to the acquirer or 
excluded per the Purchase and Assu1nption Agrcc1ncnt, since, under the la\\1, 

all collateral for QFCs must "follow" the QFCs. 
• Determine w·ho the counterparties are. This helps F AMB decide if securities 

should be passed to the acquirer or not. as QFC's must pass on a counterparty 
(and all affiliates) basis. 
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4.) Analyze Documentation for Syndicated Loans and Syndicated Limited 
Partnerships: If there are Syndicated Loans and Syndicated Limited Partnerships, 
c:apital Markets would be notified by FAMB and n1ay be asked to assist in an 
advisory capacity during pre-closing or asked to be onsitc during the closing. In this 
instance, the CMFM should coordinate with the Sales Tean1. 

5.) Prepare SRP and submit to RIC/CM: While the fonnat for the SRP is up to the 
('MFM's discretion, at a minin1u111 the SRP should include a su1nn1ary of the 
securities, their potential disposition strategies, the QFC's, and 1nention any 
significant iss11es that \Vo1tld impact the closing. 
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A. SECURITIES 
2.3 Job Aid: Closing lntervien' Guitle 

The purpose of this job aid is to assist the Capital Markets Functional Manager with asking 
questions and obtaining information on-site. This job aid does not need to be completed in the 
forn1 of an interview, but can also be given to the financial institution cn1ployccs as a guide for 
the information that they \viii be asked to provide. 

The point of contact for securities and QFCs may be different depending on the size and 
complexity of the institution. The QFC point of contact is dctcrn1incd in adv·ancc when the 
institution receives its QFC rccordkccping notice letter. ('urrcnt information on securities is 
typically obtained tfom the closed institution's Chief Financial Oflicer, Controller or Treasurer 
and their staff. It is important to interview those responsible for the closed institution's securities 
and QFC's as soon as possible after closing, to ensure that all available infon11ation on these 
assets is captured. 

Objectives: 
1.) Identify all securities held by the failed institution at closing. Obtain a schedule of 

securities held at closing from the failed institution's personnel. The follo\ving required 
information n1ust be included on the schedule or inventory of securities: 

• CUSIP Number 
• Nan1c and Description of Security 

Original Par or Face Amount 
• Current Par Amount (if available) 

Other helpful infonnation includes: 
Book Value at Closing Date 

• Coupon Rate (if applicable) 
• Yield (if applicable) 
• Mahtrity Date (if applicable) 

Nun1ber of Shares (if applicable) 
• Pool Number (for Mortgage-Backed Securities) 
• Series and Class (for Collateralized Mortgage Obligations) 
• Indication whether security is pledged or cncun1bcrcd 

Na1nc of safekeeping agent (if applicable) 

2.) Determine \\'·hcthcr there arc any trades outstanding. If so, obtain copies of trade 
confirn1ations, and counterparty contact infor1nation. These trades arc QFCs. Review 
Purchase & Assu1nption Agree1nent concerning treatment of QFC'.s. 

3.) Obtain safekeeping reports, broker statements and relevant contact information from 
the institution employees familiar 'vi th the institution's securities. Check \vhethcr the 
safekeeping reports and broker statements agree with the securities listing provided by the 
institution, and confinn securities listing back to the general ledger. Research and resolve any 
discrepancies. 
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4.) Determine the location of all physical securities held by the failed institution at closing. 
C:hcck the institution's safekeeping vault, collateral files and collateral vault, as well as 
outside counsel and safekeeping agents that may hold securities for the institution. Try to 
obtain all docu1nentation for the issue, ex. certificates, ordinances, indentures, resolutions, 
and a contact at the issuer and bond counsel. 

5.) Also, inquire if the company participates in any other securities that may fall under a 
different General Ledger account such as Syndicated Loans or Syndicated Limited 
Partnerships, VISA Stock, bank stock, or other. 

6.) lnter\'ie\V institution staff and the QFC point of contact to obtain information 
concerning Master Agreements, hedging activity, the clearing and settlement process, 
and key counterparty contacts: 

So1nc specific QFC' interview topics to cover: 

a.) Detennine ifthere are any ne\V, 111odified or tenninated QFC positions since the reporting 
was last provided to FDIC. 

b.) Obtain an updated Table Al and A2 report as of COB (on the date of bank closing), 
request that the QFC POC include an update ofMTM values for QFC positions and all 
collateral. 

c.) Confinn or obtain any available c-n1ail, fax and phone contact details for all 
countcrpartics (emphasis on fax and e-1nail so FDIC can confirm im1ncdiatc receipt 
vvithin our one business-day notification deadline). 

d.) Obtain contact details for Safekeeping Agent and Custodian for all QFC collateral. Note 
\vhcthcr the collateral location is different versus any other securities held. 

e.) Have the contact provide any details on the MTM methodology and assu1nptions used in 
valuing the QFC'. positions, this 1nay prove helpful to understand the valuation 1nethods of 
the counterparty - or any gaps due to differences in MTM assu1nptions. 

f.) If there arc any exotic QFC' products, obtain specifics on the purpose of the product, ho\\.' 
the product is treated by the accounting tea1n and copies of key docu1nents provided to 
custon1ers (e.g. structured C'.D products) and counterparties. 

g.) For any exotic product. it is helpful to request fro111 the QFC point of contact all of the 
actual GL entries used at the bank for a given product since this may benefit the pro 
for1na tea1n if1\vhen the product is ter1ninated. 

56 



Page 57 

A. SECURITIES 
2.4 Job Aid: 4C Template Re1.1ien• G11iflelines 

The 4C Template is a standard MS Excel file that is prepared for every bank closing. The file is 
populated with securities data and uploaded into 4C post-closing. The purpose of this job aid is 
to provide guidelines when preparing and reviewing the 4C template for formatting, prior to it 
being uploaded into 4C by BIS. 

• The Management Site Code should be equal to 001-Washington 

• Asset Names should conforn1 to guidelines including: 
- If Agency securities, need to have Pool or Ren1ic Nun1bers 
- If Municipal securities, need to have CU SIP n11mbers 
- Ensure that no two assets have the san1c nan1c. 

• Check Asset Sub-Types; see Capital Markets Guidelines tab (in Template 
Excel File) and Pricing vvorksheet to verify. 

• ('heck Security Types; sec Capital Markets Guidelines tab (in Ten1plate Excel 
File) and Pricing worksheet to verify. 

• Each FDIC Retained security should have a Marketing Strategy Code. The 
code used should be either: 

- 8 FHLB or FRB Stock 
- 9 - Pending Pooling and Reviev.-' 

• All CUSIP nu1nbers should be either populated with the real CUSIP (no 
dummy C'.USIP), N/A (for things like physicals or CRA funds), or left blank 
(should be used rarely, \vhen they genuinely don't know·). 

• Original Face Value or# of Shares or Units field should be populated . 
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A. SECURITIES 
2.5 Job Aid: Transferring Bool•-Entrr Securities 

The purpose of this job aid is to outline the steps involved vvhen transferring book-entry 
secltrities to the FDIC's Custodian. 

I. Identify the failed bank's ('ustodian/Safckccping Agent for FDIC Retained Securities. 

2. Request Safekeeping State111ent from the failed bank's Custodian and reconcile the 
statc1ncnt to the 4C Tctnplatc. 

3. Ensure that all pledged securities are released and there are no other encumbrances that 
\Vould prevent transfer. If assistance is req11ired getting pledges released, ask the 
Specialist responsible for transfers for guidance. 

4. Request Delivery Instructions from the failed bank's Custodian. 

5. Draft an organized c1nail with all of the infor1nation that you have gathered including the 
follo\ving: (I) Safekeeping Statc1ncnts, (2) Delivery Instructions, and (3) any pledge 
related information. Send the email to the Specialist requesting a transfer. 

6. Wait to receive Delivery Instructions fron1 the Specialist who reconciles the safekeeping 
statc1ncnt to the transfer request and coordinates the delivery \Vith DOF, Treasury 
Manager. 

7. After Delivery Instructions arc received, send instructions to failed bank's C:ustodian(s) 
and ensure all paperwork is completed so that the bonds \viii be transferred on the 
specified date. The necessary paper\vork and procedures \vill difler for each C'.ustodian. 

8. Receive confinnation fron1 DOF, Treasury Manager that securities hav'c been received. 
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A. SECURITIES 
2.6 Job Aid: Shipping Pl1rsical Securities 

The purpose of this job aid is to provide an outline of the proper procedure when shipping 
physical securities to FDIC Headquarters for safekeeping. 

I. When a physical security is located, 111akc arrangcn1cnts to ship it to the Division of 
Finance so that it can be stored in the Vault. 

2. Using a delivery service (see notes belo\\1 ) with tracking number, Sltch as UPS or FedEx, 
ship only the physical securities (do not send supporting docun1cntation) to: 

Federal Deposit Insurance Corporation 
At1-n: John E. Jol111so11,lc -----~ 
3501 Fairfax Drive 
Arlington. VA 22226-3500 
(t:SE ATTACllEll COVER SHEET) 

3. Send e1nail t DOF-Treasur Manager) letting him know to expect 
_a shipment. Cop_ nd on this email. This ei11ail should 
include: ( 1) failc an nan1c, I no., an 1st o securities being shipped. 

4. Send supporting docu111entation (Prospectus, Private Place1nent Memorandun1, Official 
Statements, Ordinances, Valuation files, etc.) in a separate shipment to: 

Federal Deposit Insurance Co9oration 
Attn: Lind."iay Cloe,cl ____ J~ 
550 l 71

1i Street, NW 
Washington, DC 20429 

5. Receive confirmation email fron1 DOF, Treasury Manager that your ship111ent \Vas 
received. If more than one security is being shipped, reconcile inventory list to the 
secltrities listed in the confirmation email. 

~otes: 

• If you have any questions. please direct them to C:apital Markets representative. 
• In order to ensure \Ve maintain proper control of physical securities, please do not ship securities to 

anywhere other than to the DOF-Trcasury Manager \Vithout \Vritten pcrn1ission froni (tj}(6) 
ol I · -

• As a general rule, 1t 1s not necessaiy to use insurance \Vhen shipping physical securities since given 
current securities transfer rcquircn1cnts; it is difficult for individuals to succeed in fraudulently 
endorsing securities nladc out in the nan1c of a bank or other corporation. There could be exceptions 
{ex. hearer bonds), so use your hestjudgtnent and consult a Capital Markets representative if you are 
concen1cd. 

• If shipping physical securities and executed bond po\vers. general practice is to ship the securities and 
bond powers in two separate packages. 

• If securities arc lost. notify a Capital Markets representative. Capital Markets will contact the 
Transfer Agent, both to prevent the transfer of the 1nissing security and to request the issuance of a 
ne\v certificate. !fan inde1nnity or surety bond is required in order to obtain a replacement security, 
DRR's Delegations require legal concun·cnce. 
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Ship Physical Certificates ONLY to: 

Federal Deposit lnsur~pce Corporatjan 
Attn: John E. Johnson I 
3501 Fairfax Drive 

Federal Deposit Insurance Corporation Arlington, VA 22226-3500 

Coversheet Mail all other documents to: 

PHYSICAL SECURITIES 
SHIPMENT 

Federal Deposit Insurance Corporation 
Attn: Lindsay Cloe,I - ~ 
550 17th St NW 
Washington, DC 20429-0002 

Date: 

Receivership Fund Id: 

Bank Name: 

It em1ze di t nven orv: 
Original Face 

Asset Name Cusip (If Value Or 
applicable) Number of 

Shares 

Shipped By: John Doe 
~~~~----------

Print Name: 
--------------

Em a i I Address: 
--------------

Date: 111512011 

Received By: _____________ _ 
Date: 111512011 

(b)(6) 

(b)(6) 

(b )( 4),(b) 
.. (5) 
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A. SECURITIES 
2. 7 Job Aid: Capital /Warkets Receivership il-fanager Checklist 

Receivership 1Van1e: __________________ _ 

FUND ID: ______ _ 

Capital 1l1arkets Receivership Manager: _____________________ _ 

CMRM Task 
Initials 

1.) By initialing this box, I verity that I have obtained custody of all of the FDIC 
Retained Securities in my Receivership. The following supporting docu1nentation 
arc attached; 

• Book-Entry Securities: ('opics of third-party Safekeeping Statcn1cnts 
• Physical Securities: Copies of physical certificates 
• Not-Certificated Securities: Other supporting documentation . 

2.) By initialing here, I verify that I have sub1nittcd updated payment instructions for 
all physical and not certificated securities in this portfolio. The supporting 
documentation is attached. 

/\late: Detailed (/escrijJliOl/S o.fthe above task~ can be.found in 5iection l.4 c:apital 1\4arkets 
Receiversh1jJ Manager Res1Jo11sihilities. 

Approved b)': 

Capital Markets Manager Date 
(A copy of this completed form should be kept by the CMRM and the ('apital Markets Manager) 
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A. SECURITIES 
2.8 Job Aid: lfptlating Pav111ent Instructions {Or Securities 

When the FDIC retains physical or not-certificated securities, it is necessary from the CMRM to 
send a notification letter to the Paying Agent/ Trustee/ or Registrar requesting that future 
payn1cnts be sent to the FI !LB NY or to the lockbox. The instructions arc as follows: 

For Receiverships by \\'ire: 

Bank: Federal llomc Loan Bank of New York 
Routing# 

~~==~~~.,,.., 

~~~;~~~~:t;:· ~DIC Natjrnal Liquidation Account 

Other Bene 1c1ary In!on11ation (OBI): 
I. Fund Number 
2. Asset ID (or C'.USIP nutnber) 
3. Account Officer 
4. Description, ex. Principal and Interest on Security 

For Subsidiaries by Wire: 

Bank: Federal llomc Loan Bank of New York 

Routing #1 I 
For Credi lo: FDIC National Subsidiary Account 
Account 

'-,~-,-.,.--~ 
Other Beneficiary Infon11ation (OBI): 

5. Subsidiary Fund Nun1bcr 
6. Asset ID (or C'.USIP nutnber) 
7. Account Officer 
8. Description, ex. Principal and Interest on Security 

For Receiverships by Check: 

Federal Deposit Insurance Corporation 
P.O. Bo~ I 
Dallas, TX 75397~~-~ 
Request that Supporting Documentation be included. 

For Subsidiaries by Check: 

Federal Deposit Ins11rance Corporation 
P.O. Bo~ I 
Dallas, TX 75313 
Request that Supporting Documentation be included. 
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For principal and interest payments received on any securities during the transition period 
(bet\veen the bank's closing date and when the secltrities are transferred to FDIC Cltstody), or 
for trailing pay1ncnts on securities sold to the Acquiring Institution, there arc two options 
regarding pay1ncnts. 

a. Provide instructions to the failed bank's Custodian/Safekeeping Agent to either 
\Vire the h.tnds to FHLB NY or 1nail a check to the lockbox (see instructions 
above). 

b. Coordinate \Vith the Scttlcn1cnt Manager (Flo\\'chart D. Example Bank Closing 
Organizational Chart for Failed Bank) and ensure that an accounting entry is 
made for the pay1nents. Keep a copy of the SA TF form for your records. 

Best Practices Hint: 
Consider calling the registrar/paying agent and explaining the situation and establish yourself as 
the contact person before sending the letter. 
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A. SECURITIES 
2.9 Job Aid: B/oon1berg Pav111ent Tracking ... itodel 

***Job Aid to be used by the "Specialist responsible for Bloon1berg data" 
The purpose of the Bloomberg payment tracking te1nplates is to utilize Bloo111berg API data 
feed. By doing so all payment tracking calculations arc done using Bloo1nbcrg data instead of 
calculating the figures by hand. This greatly reduces the time spent on pay1ncnt tracking as \Veil 
as avoids n1ath errors. 

I low to use the Bloomberg pay1ncnt tracking tcn1platc: 

Priceable Securities - Securities on Bloomberg 

I. Obtain list of retained securities from either: 
Capital n1arkets inventory list 
Securities inventory spreadsheet from closed bank site 
(Make sure you have 4C asset ID numbers) 

2. Save the list on a flash drive for use on the Bloomberg terminal. 
3. Identify the asset type of the security (MBS, municipal bond, agency, or corporate) then 

open the respective Bloo111berg template on the Bloo111berg terminal. 
-Set aside non-priceablc securities since data is not on Bloon1berg 
-Always enable macros 

4. Copy and paste into the Bloomberg model on the setup tab the follo\ving: 
( Li1nit of 205 securities per type) 

-4('. ID: Copy and paste into colu1nn A 
(The 4C colu111n allows for data entry in any fon114C ID, CUSIP, or issuer 
name. Data niust be entered in order to create tabs) 

-CU SIP: Copy and paste into colu1nn B 
-Original amount: Copy and paste into column H 
-Settlement date: Enter in YYYYMMDD format. The date \Vill need to be 
adjusted fro1n the failure date of the bank- MBS 1 1nonth ahead and first of the 
1nonth, corp/treasuries first of the month, muni date of failure into colu1nn I. 
-Liquidation date: C'.opy and paste into colunm J. Leave blank if security has not 
been liqltidated yet 
-In row 2 C:olun1ns F, G, I I: enter bank name, fund ID, and specialist's nan1c 

5. Click create 4C ID tabs. You will be prompted to save the spreadsheet. Save the 
spreadsheet as Fltnd #bank name asset type payment tracking. 

( 10999 Anywhere Bank Municipals Payn1cnt Tracking) 

6. Double check each tab to ensure the first payment date is correct. If not then adjust the 
settle111ent date back\vards, cell E2 in the tab, to obtain the proper first pay111ent date. 

-('orporatc bonds and treasuries tcn1platcs require enter to be pressed in the 
forn1ula bar for cell ('5 in order for the Bloon1bcrg function to retrieve the data. 
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7. Look over at data in each tab: 
-Error message '"invalid security" appears for 2 reasons: not a real cusip or the 
wrong tcn1platc was used 
-Error n1cssagc "#N/A NIA" appears because the MBS is paid off 

>If a MBS is paid otl· no data vvill appear in the tab, pull up the PDD 
screen for that CU SIP. Change the original balance to the amount owned 
by the FDIC', found in cell F2. Enter the principal and interest data 
1nanually. Enter Date in column C, Interest in column E, and principal in 
column F. In cell B4 delete the fom1ula. 

-Usually only MBS \Vil! need 111an11al entering of data. The other securities 
typically display less dates then expected, ex: a n1uni displaying 3 scn1i-annual interest 
payn1cnts when it matures I 0 years fron1 bank failure, due to call or n1aturity. Looking at 
the DES, POD, CSHF, or CFT screen will provide you the ansvver if a tab seetns to be 
111issing data. 

8. After double checking the tabs click the hard code 4(' asset ID tabs button on the setup 
input tab. 

(If you don't click the hard code 4C ID tabs blttton the data \\1on't be viewable on 
your laptop) 

9. Atler hard coding save the tile again. 

10. From your laptop open the file and click the roll-up tab. ('lick hide unused rows button 
then click the calculate roll-up button. Click save to keep the calculations in the tab. 

(Roll-up tab data is only vievvable from your laptop. You won't be able to see 
roll-up calculation on the Bloomberg terminal.) 

Notes: 
Corporate tc1nplatc tracks trust preferred securities 
Treasuries template tracks agency bond~ 
If you arc gelling an error n1cssagc try prcs~ing enter in the IOm1ula bar IOr that cell 
The date in the roll-up tab rcprc~cnt~ the tnonth as a ,,.,. hole 
Colutnn II in the roll-up tab sun1n1arizc~ all of the sccuritic~ pay1ncnt~. It ,,., .. ill he accurate \vhcn a liquidation date is 
entered, othcr,,., .. isc. the function sun1s 60 tnonth~ including projected paytncnt data. 

65 



Page 66 

Non-Priceable Securities - Securities not on Bloomberg 

• Trust Preferred Securities: 

If not priceable on Bloomberg contact Capital Markets Teatn Valuation Metnber 

• Lin1itcd Partnerships: 

Pass all infonnation to the limited partnership tea111 for research. analysis. 
valuation, and distribution tracking 

Contact: Capital Markets Valuation Team Men1ber or the C'.apital Markets 
Specialist assigned to the Syndicated Li111ited Partnerships product line. 

• Bank Stock: 

Contact the Capital Markets Specialist assigned to the bank stock product line. 

• Physical Municipal Bonds: 

Calculate the interest by hand 

Contact Capital Markets Specialist assigned to the 111unicipal bonds product line. 
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B. SYNDICATED LOANS 
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3. SYNDICATED LOANS GUIDANCE 
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B. SYNDICATED LOANS 
3.1 Definition ofa ''Svndicatetl Loa11'' 
"Syndicated Loans" are loans m ade, respectively, by two or 1n ore lenders contracting directly 
with a borrov.-er under the sam e credit agreetn ent. Syndicated Loans are often confused vvith 
loan ''Participations." Ho\vever, Syndicated L oans differ from loan Participations in that the 
lenders in syndication participate jointly in the origination and lending process; as opposed to 
one originator (co1nm only called the "lead bank" ) selling to third parties (''pa rticipants") 
undivided participation interest sin the lead bank's lending comn1 ihnent and I oans to the 
borro\ver. (Syndicate lenders m ay, however, acquire their interests in a credit facility through 
assignment fro1n one of the original lenders.) In a syndicated transaction, each lender has a 
direct legal rela tionship with the b orrovver and receives its O\vn pron1 issory note(s) from the 
borro\ver (if the credit agree1nent provides for borrowings to be evidenced by notes), while in a 
Participation relationship the lead bank is con1monl y the only direct lender to the borrower and, 
therefore, the sole payee for the entire am ount loaned. In the latter arrangc1n cnt, the rights of 
those purchasing participations are routinely set forth in a "participation agreetnent," vvhich n1ay 
be titled- or provide for one or more other documents titled - "participation certificate." Under 
syndication, typically one or 111 ore lenders will also take on the separate role of agent for the 
credit facility and assum c responsibility ofadn1 inistcring th c loans for the other lenders. 
Syndications 1nay include administrative agents, collateral agents, or other syndicate agents. 

A syndicated credit agreement often includes tnultiple credits or "tranches," such as one or 1nore 
term loan facilities as well as a revolving credit facility. Each facility co1nmonly entails a 
comn1it1ncnt to lend (and if a revolving loan is repaid, to re-lend) on one or n1orc occasions prior 
to a specified expiry date. Also, a revolving credit facility \\.'ill con1monly include a sub
con1mit1nent of one or more lenders, designated as "issuing banks," to issue letters of credit 
(''LCs") for the borro\\1er's account. Each syndicate lender is usually obligated to p11rchase a pro 
rata Participation fron1 the issuing bank in any draws under the LCs that arc not rci1nburscd by 
the borrower or to make loans on a pro rata basis to rei1nburse the issuing bank for those draws. 
Additionally, syndicated revolvers son1etimes include a "s\vingline" sub-facility, allowing or 
obligating the lender that is also the agent ("swingline lender") to 1nake certain loans excl11sively, 
but obligating the other lenders to participate in those loans at the swinglinc lender's option or 
auto1natically upon the occurrence of an event of default. 

The Guidance and Job Aids assu1ne that Capital Markets personnel are able to identify or learn 
of Syndicated Loans either at the pre-C'.losing or Closing phase of resolution. How·ever, it should 
be ei11phasized that often this may not be the case and, therefore, the reader sho1tld view the 
disposition process for Syndicated Loans 1norc as a continuu1n than as a series of steps isolated 
by the various phases of the resolution process and the related Guidance and Job Aids should 
interpreted accordingly. 
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Capital Markets is responsible for the disposition of all Syndicated Loans for the FDIC that are 
acquired from failed financial institutions, \Vi.th a focus on providing the best vallte to the 
receivership. The guiding principle in disposing of Syndicated Loans is that, as a general matter, 
an im1nediate sale or settlement of the loan should help avoid funding and repudiation issues, as 
vvell as other asset managen1ent issues likely to arise or increase in nutnber or cotnplexity over 
ti111e, saving considerable legal and administrative expense. 

Fundamental to this process, the Capital Mark cts Functional Manager assigned to the closing 
team is responsible for help ing the Syndicated Loans Sales Team to obtain all relevant 
infonnation and docltm ents regarding Syndicated Loans. The responsibilities \Vith regard to 
Syndicated Loans pre-close arc outlined below: 

Responsibilities of'.Svndicated Loans .Sales Tean1 Pre-Closing: 
1.) ldcntif~' Syndicated Loans: The Syndicated Loans Sales Team is notified 

by F AMB when Syndicated Loans arc found at financial institution. Team 
Leaders or contractors identify and gather inforn1ation about Syndicated 
Loans by asking bank 1nanagement questions, tOund on the "InfOrmation 
Request List." 

Franchise Marketing should also have done a quick rcvic\v of participations 
that are identified to ensure that Syndicated Loans are not mistakenly 
included amongst participations. 

If these questions or reviews confirm the existence of Syndicated Loans, 
then Franchise and Asset Marketing vvill contact the Syndicated Loans 
Sales Team notifying them that the upcoming closing \Vill have Syndicated 
Loans. If Syndicated Loans arc identified Prc-C:losing. the prospective 
Closing Manager for the bank (Sec Bank ('losing Organizational ('hart) 
notifies the Manager, Capital Markets (or his designee) of the same, 
whereupon (unless already done) the latter assigns a CMFM to the bank 
("Functional Manager"). 

2.) Analyze Syndicated Loans: Once Syndicated Loans are fOund at a 
financial institution, then the Tea111 Leaders follow-up by asking qltestions 
in ORR 's Inforn1ation Request Fonn (''Request For1n"), and by any other 
data-collection means available, including reviewing loan infor1nation 
dov.-nloads and/or loan files. It is likely, however, that bank 1nanagement 
may be the best resource for initially identifying Syndicated Loans, since 
loan systc1ns generally appear unreliable in that regard. This infor1nation is 
co1nmunicatcd to the Syndicated Loans Sales Tca1n so that they can start 
planning tor the asset. 

(Job Aid 4.1; FDIC: Jnfor1nation Rcaucst Fonn for Svndicatcd Loans) 
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If the bank has Syndicated Loans. the most critical infonnation to be 
obtained at this stage of the resolution process is: 

• Does the bank act as Agent for any Syndicated Loan facilities? 

• What are the nature of the facilities and the tranches of debt: (i) 
revolving and/or (ii) tcrn1? 

• Are there any related unfunded cornmitn1ent obligations? 

Tcan1 Leaders or contractors attc1npt to address not only the critical 
questions noted above, but, if possible, those listed in the Request Form 
and in the priority noted on the Form. 

3.) Upload Documentation on SharePoint: All information gathered by 
DRR employees and contractors regarding Syndicated Loans is uploaded 
by them to FDIC's dedicated SharePoint site for the bank. 

4.) Inventory Documentation: The Syndicated Loans Sales Team will 
inventory all documentation available related to the Syndicated Loans 
ovvned by the financial institution and identify any missing infortnation. 
The documentation needed normally includes the underwriting, credit, 
correspondence, note, collateral, and legal files. If docun1entation is 
missing, the Syndicated Loans Sales Team should coordinate with the 
Team Leader pre-close and the C'.apital Markets Functional Manager or 
PCAM to obtain that docu1nentation during closing weekend. 

5.) Provide Commentary for SRP: Upon request of the Closing Manager for 
the bank (See Bank Closing Organizational Chart), the CMFM consults 
with the Syndicated Loans Sales T earn and provides appropriate 
con11ncntary regarding the Syndicated Loans for purposes of the Strategic 
Resolution Plan (SRP) for the bank. 

(See Job Aid: Pre-Closing Inventory Analysis & Pregaring an SRP) 

6.) Consult Legal: The Syndicated Loans Sales Tea1n should have a 
preliminary conversation with FDIC'.-Legal 1 regarding any agented deals or 
unh.tnded co111mit111ent situations. 

7.) Retain Financial Advisor: The Syndicated Loans Sales Team should 
retain a financial advisor as soon as the S}'n(/icated Loans hai'e been 
reasonabl}' 1rell identffied, to perform due diligence and value the loans. 
At this stage, the pri1nary focus of the adv·isor is to work with ('apital 
Markets to obtain as n1uch relevant due diligence infor1nation as possible. 

1 References to "FDIC-Legal .. in the provisions of this n1anual that cover syndicated loans arc pri1narily to the 
Special Issues Unit of FDIC-Legal (DC). 
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8.) Provide Advisory Support: Franchise Marketing n1ay consider n1arketing 
Syndicated Loans as part of the franchise marketing process in which case 
the SYNLP's Sales Tcan1111av be asked to provide advisory sunnort. 
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B. SYNDICATED LOANS 
3 3 Cl G "d . O!'J'IH!! u1 a11ce 

During the Closing phase, the Syndicated Loans Sales Teatn should continue due diligence, with 
the following disposition objective in mind: An im111ediate sale or settlement shortly after closing 
is generally preferred. It helps avoid funding and repudiation issues, as \veil as other asset 
1nanagement issues likely to arise or incr ease 1n nu1n ber or coin plexity over tim e, saving 
considerable legal and administrative expense. 

When not traveling on-site, the Syndicated Loans Sales Team should coordinate \Vith the Capital 
Markets Functional Manager (CMF M), PC'.AM, Legal, Asset Marketing, or ProtOnn a to ensure 
that the following objectives are accomplished. 

Res11.onsibilities ot·srndicated f,oans Sales Teant Closing_: 
1.) Continue Due Diligence: The Syndicated Loans Sales Team should continue 

to conduct due diligence on the Syndicated Loans, in consultation \vi th the 
bank's PCAM or the CMFM on-site \Vhen additional infonnation is needed. 

2.) Consult with PCAM Regarding Servicing: The Syndicated Loans Sales 
Teatn should consult \vi th the bank's PCAM vvho is responsible for the 
servicing and management of the asset, until it is either sold, settled, or 
pcr1nancnt servicing is arranged under a hold and 1nanagc strategy. 

3.) Retain Financial Advisor: If they have not already done so, the Syndicated 
Loans Sales Team retains a financial adviser ("FA") for due diligence, 
valuation, and loan disposition strategy. 

4.) Engage FDIC Legal: FDIC-Legal is engaged early in the process, especially 
in cases where: 
• Failed bank is an agent of so1nc type under the applicable credit agrccn1ent 

-- presumption is for i1nmediate resignation as agent, after consultation 
\vith FDIC-Legal 

• Loans have unfunded co1nmit1nents that can be drawn down - determine 
\vhether the applicable credit agreen1ent should be repudiated 

I/the hank has an Agent IY>le with respect to any SJ•ndicated Loan, Capital 
Markets general/}' reco111mends that the Receiver resign from the age11CJ' as soon 
as possible in consultation with FDIC-Legal. 

5.) Notify the Agent: Atler consulting legal, the Syndicated Loans Sales Teatn 
should ensure the PCAM notifies the Agent for each Syndicated Loan that the 
bank has failed and that the FDIC has been appointed Receiver. 

6.) Ensure Syndicated Loans are Properly Recorded in 4C: Working in 
conjunction \Vith BIS, Asset Marketing statfme1nbers are responsible for 
properly coding all Syndicated Loans in the 4(' Systcn1 by both "Pool Code" 

73 



Page 74 

and "Sub-Type" on a timely basis. The Syndicated Loans Sales Team 
periodically reviews the reports from 4C and notifies the applicable Asset 
Marketing staff if there arc reconciling issues. 
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Capital Markets is responsible for the disposition of all Syndicated Loans for the FDIC that are 
acquired from failed financial institutions, \Vi.th a focus on providing the best vallte to the 
receivership. (Jcncrally, an imn1cdiatc sale to syndicate 111cmbcrs, or scttlcn1cnt \Vith the 
borrower, shortly after ('.losing is preferred. However, for those Syndicated Loans that are not 
sold to one or more syndicate members or settled \vi.th the borro\ver after soliciting otl'ers, the 
Syndicated Loans Sales Team and its financial advisor will develop an alten1ate disposition 
strategy, such as selling the asset through a competitive sale process, or dctcr1nining that holding 
a loan, rather than selling it, may provide the best value to the receivership. 

When liquidating Syndicated Loans, the Syndicated Loans Sales Team has all of the 
responsibilities ofa "Sales Team Lcadcr/Mcn1bcr" (Sec Section 1.4 Securities Post-Closing 
Guidance) plus additional responsibilities detailed belo\v: 

Responsibilities of'Svndicated Loans Sales Tean1 Post-Closi11g: 
1.) Analyze Syndicated Loan with help of the FA: Syndicated Loans Sales 

Team coordinates due diligence efforts with the FA, so that the FA may 
con1plete its valuation of the loans. Generally, the FA should estimate both the 
111arket value and the intrinsic value for each loan, based upon all relevant 
factors. Those factors should include, \Vithout limitation, any obstacles to 
syndicate sale or borrower settlement, as well as any obstacles to a sale outside 
the syndicate, ("Obstacles"): 

• size of credit: 
• 
• 

• 
• 
• 
• 

• 

• 

unfunded co1nn1it1nents; 
repudiation considerations (e.g., Is Receiver treated as "Defaulted 
Lender"? Affect on voting rights? S11bordination - and extent of 
it?): 
feedback fron1 syndicate me111bers; 
original A VR value; 
analysis of market value vs. intrinsic value, as estimated by the FA; 
any sharing provisions that 111ight itnpact FDJC's receipt of 
salc/settle111cnt proceeds; and 
other legal or policy considerations: litigation/bankruptcy ability to 
assign assets witho11t challenge (Can required consents (which often 
include agent and/or borrower consent) be obtained? Is buyer an 
"Eligible Assignee"?); any additional cost-benefit considerations; 
and the FA's sale recommendation. 
Potential bidders 

2.) Consult with Legal Division: The Syndicated Loans Sales Team consults 
\Vith FDIC-Legal attorneys (and outside counsel, if any) to ensure that: 

• Appropriate legal analysis is provided to Capital Markets and the FA 
regarding the interpretation of the underlying credit docu1nentation and 
courses of action available to the Receiver and their potential 
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consequences; and 
• Appropriate legal docu1nentation is provided for each Syndicated Loan 

disposition transaction. 

3.) Consider Repudiation: Syndicated Loan Sales Tean1 consults, as appropriate, 
with the FA and FDIC-Legal (DC). and with the PCAM (and/or FDIC 
contractors) who service and manage the Syndicated Loans, regarding the 
exercise of the Receiver's repudiation rights and i1nplications for loan 
disposition. Syndicated Loan Sales Team n1akes recorn1nendations to 
111anagers with the appropriate delegated authority, regarding such issues, as 
appropriate. 

4.) Coordinate Servicing and Management \\'ith ORR Field Personnel: The 
Syndicated Loans will be serviced by DRR Field personnel (and/or FDIC 
contractors), in consultation with Syndicated Loans Sales Tcan1, until either 
sold, settled or per1nanent servicing is arranged under a hold and manage 
strategy. 

a.) If the receivership has an Agent role with re!!.pect to any SJ•ndicated 
Loan, Capital Markets generally recommends that the Receiver 
resign JI-om the agenCJ' as soo11 as possible i11 consultatio11 with 
FDIC-Legal 

b.) Syndicated Loans Sales Team consults, as appropriate, with the FA and 
FDl('-Lcgal (DC), and with ORR Field personnel (and/or FDIC 
contractors) \\"ho service and manage the Syndicated Loans, regarding 
the exercise of the Receiver's repudiation rights and implications for 
loan disposition. Capital Markets makes reco1nmendations regarding 
such issues, as appropriate. 

Capital Markets uses contractors to account for the loan funding made by the 
failed bank and the distributions received by the bank by reconciling the 
bank/scrviccr's records to the records of the agent. These contractors also serve as 
the inter1nediary bet'.'.'ecn Capital Markets and BOS to ensure that payments and 
sales of Syndicated Loans are accounted for correctly. 

5.) Ensure Syndicated Loans are Properly Recorded in 4C: Working in 
conjunction \Vith BIS, ORR Asset Marketing staff1ncmbcrs arc responsible for 
properly coding all Syndicated Loans in the 4C'. System by both "Pool Code" 
and ''Sub-Type" on a timely basis. Capital Markets periodically revie\vs the 
reports from 4C and notifies ORR Asset Marketing if there arc reconciling 
issues. 

6.) Solicit Offers from Syndicate Members or Borro\ver: Generally, a sale to 
111embers of the syndicate, or settlement with the borrower, shortly after 
closing is preferred. Therefore, the Syndicated Loans Sales Tea1n coordinates 
with the PCAM and typically sends: 

• a letter to each me1nber of syndicate, soliciting offers to purchase 
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the loan; and 
• a letter to the borro\ver, soliciting a settle1nent offer (ho\vever, 

FDIC will typically need syndicate consent to avoid having to share 
scttlcn1cnt proceeds with other syndicate 1ncn1bcrs). 

7.) E\'aluatc all Offers: All offers (including ltnsolicited offers outside the 
syndicate) arc initially evaluated by the Syndicated Loans Sales Tcan1. 

a.) For offers that it rccomn1cnds be accepted, Capital Markets prepares a 
case supporting the recotnrnendation and including a supporting 
111emorand11m from the FA. Acceptance of offers 111ust be approved by 
the Manager, Capital Markets, and then. if additional, the appropriate 
level of delegated authority. !CONTROL: SECO'IDARY REVIEW! 
Generally, the me1norandu1n would include the following: 
• identity of lender and each Agent ltnder applicable credit facilities; 
• general description of credit facilities, Syndicated Loans and their 

status (pcrforn1ancc/classification), any unfunded co1nn1itmcnts and 
outstanding letters of credit, and all collateral; and 

• any Obstacles (as defined above) to the sale or settle111ent, as the 
case 1nay be. 

b.) If no offers are accepted, then the Syndicated Loans Sales Team and 
the FA develop a disposition plan, which 111ay necessitate a broader 
n1arkcting strategy. I lowcvcr, based on the FA 's valuation and/or 
various Obstacles (as defined above), ('apital Markets may determine 
that the particular loan should retnain held by the receiver, consistent 
\Vith ORR sales strategies and goals. In that event, DRR Field or its 
contractors will continue to retain servicing and n1anagcmcnt 
responsibility for the loan. The Syndicated Loans Sales Tca1n \viii 
revievv the loan and its hold determination periodically with the 
servicer and, generally, with the FA if possible, in order to assess 
whether a new disposition strategy is appropriate. 

8.) Ensure Sale is Documented: The Syndicated Loan sale closing documents 
should all be posted to the Capital Markets SharePoint Site. A tracking report 
(checklist) is 1naintaincd by the Syndicated Loans Sales Tca1n to monitor the 
documents. 

The Syndicated Loans Sales Team also provides: 
a.) its accounting contractor with a copy of the sale closing docu1ncnts (so 

that the contractor n1ay make appropriate entries in the 4C systc1n and 
otherv..-ise regarding the sale and the asset(s) sold) and 

b.) the servicer \Vith a copy of the Assignment and Assumption Agreement 
(or equivalent docu1ncntation), together with evidence of any required 
consents, v.•ith respect to each loan sold. 

(Job Aid 4.2: Svndicated Loan Sales Docun1entation Checklist) 
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4. SYNDICATED LOANS JOB AIDS 
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B. SYNDICATED LOANS 
4.1 Job Aid: FDIC ln{Orn1ation Req11est For111 {Or Srntlicatetl l.oans 

Syndicated Loan Information Requested 2 

The actions set forth below should be undertaken for each Syndicated Loan (''SynLoan") owned 
by the subject institution (Institution) or as to \vhich the Institution acts as an agent. 

On a first prioritv hasis: 

(I) Obtain name, position and contact infortnation for each Institution otlicer or other 
employee responsible for managing the SynLoan (SynLoan Manager). 

(2) Obtain na1ncs and contact inforn1ation for the account officer of the agent bank and its 
back-otlice personnel. 

(3) (a) Identify and locate all reporting systc1ns with respect to each Syn Loan, and identify 
by na1nc, position and contact inforn1ation each Institution officer or other employee 
responsible for operating such systems and interpreting SynLoan reports; (b) detem1ine 
(i) the scope and reliability of such syste111s and (ii) access to, and availability of, such 
systcn1s; and (c) obtain a print-out of the current loan history for each Syn Loan, as well 
as a print-out of each quarterly and annual report for the past year covering the 
Institution's SynLoans, including \vithout litnitation criticized/classified loan reports and 
111anage1nent reports. 

( 4) Locate -- and, in the case of each pron1issory note, verify as such -- the originals of all 
docun1entation relating to the SynLoans, including undervvriting, credit, correspondence, 
note, collateral and legal files. 

(5) Obtain a copy of the following docu1ncnts (however titled, and including, if possible, all 
relevant schedules, exhibits and other attachments), in order of'priori(v: (a) credit 
agreements. notes, and assign111ents to and fro111 others, (b) bankruptcy filings, plans, 
proofs of claitn and orders, ( c) subordination agrccn1cnts, inter-creditor agrcc1ncnts, 
an1cndments, forbearance agreements, and waivers relating to the foregoing, and (d) Syn 
Loan sales confirmations and sales agreements. 

( 6) Interview or request Syn Loan Manager for a brief description of: 

(a) the borrower, its current financial/bankruptcy status, any defaults or conditions 
preventing borrowing under the SynLoan, and any other significant developments or 
problc1ns regarding the borrower or the Syn Loan; 

(b) any outstanding funding requests or demands, pending an1endments, fOrbearance 
agree1nents or waivers or other circumstances requiring prompt attention; 

2 Sec Background InlOrn1ation 1>'.·ith rc~pcct to tcrn1s appearing in hold. 
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( c) any failure to fund or other breach by the Institution ltnder the applicable credit 
agreement; 

( d) whether the Institution is considered by the agent to be a defaulted lender under 
the credit agree1nent, and any agent co111munication in that regard (including any 
indication of the consequences of being a defaulted lender): 

(e) any setotlby the Institution against the borrovver or any other obliger; 

(f) any ru1norcd or anticipated pay-off or refinancing of any SynLoan; 

(g) potentially interested investors in the SynLoan, and any attempts to sell the Syn 
Loan; and 

(h) any other financial interests of the Institution under or in connection with the Syn 
Loan or the applicable obligors, including other credit or deposit relationships. 

(7) Provide the credit's CUSIP Number, if available. 

On a second prioritv hasis, haself on a husiness and legal reviev.: of.the in(Or111atio11 obtained 
under iten1s (3) through (6) ahove: 

(I) Specify the following for all outstanding SynLoans (\vhether or not \Vritten off) and all 
other outstanding interests and obligations of the Institution, by tranche: 

(a) Institution's rolc(s) as agent, lender. participant, issuing bank, s"·ingline lender, 
or otherwise; and \vhcther the Institution \Vas an original party to the credit agreement 
or, instead, became a lender pursuant to an assignn1ent. 

(b) Type of loan tranche (e.g .. tcrn1 loan A or B, revolving credit, etc.), the unpaid 
principal balance (UPB) of the loan(s) made, as \Veil as the Institution's percentage 
share of~ and the aggregate UPB for, such loans by all lenders. 

(c) If the Institution docs not hold a note to evidence the tranche debt. is issuance of 
the note optional under the credit agrccn1cnt? Was the Institution issued a note? 
Does the agent hold it? 

( d) An1ount and percentage share of the Institution's participation. if any, in undrawn 
amounts under outstanding letters of credit (LCs), as \Veil as the aggregate undra\\.'n 
LC amount. 

( c) Amount of any s\vingline sub-facility and aggregate UPB of all outstanding 
s\vinglinc loans, if any, as \veil as the a1nount and percentage share of any Institution 
interest in such loans. 
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(f) At11ount and percentage share of the Institution's com111itment and available 
con11nit1ncnt (after deducting the loans and the LC and swinglinc exposure above, to 
the extent applicable and any other required deductions). 

(g) Expiry dates of each co111mitment and each 011tstanding LC, and 111aturity dates of 
each loan. 

(h) Applicable con1mit1nent, facility and other fees (to the extent unpaid or accruing 
under the facility). 

(i) All penalties or other effects (e.g., forfeiture, subordination, interest charges, etc.) 
that may result under the SynLoan docutnents tfotn any failure by the Institution to 
fl.ind. 

(j) ('onfidcntiality provisions under the SynLoan documentation that limit the 
Institution's ability to disclose information to prospective SynLoan purchasers. 

(k) Requircn1cnts and restrictions (e.g .. required assign1ncnt and assu1nption fonns, 
required consents, limitations on per1nittcd or eligible assignees, etc.) and fees on the 
Institution's transter of outstanding rights and obligations under the facility and its 
release from the sa111e; and whether the Institlttion may transfer each tranche 
independently, regardless of whether it ultimately retains any other. 

(1) General description of any collateral, guaranties or other credit support for the Syn 
Loan or of any obligor equity held by the Institution. 

(m) Any related proofs of claim or other filings or notices in bankruptcy proceedings. 

(2) Identify any other financial interests of the Institlttion under or in connection with such 
SynLoan or the applicable obligors, including other credit or deposit relationships. 

(3) Is or was the Institution ever (a) an "insider" (as defined in Section I 0 I (31) of the US 
Bankruptcy Code) of the borrower or any obligor or (b) a 111ember of any official or 
unofficial creditors' con1mittee relating to the borro\ver or any other obligor. 

(4) Obtain a copy ofn1aterials used to 1narket the loan (e.g. intOm1ation 1nen1orandu1n I bank 
book, lender presentation, letters to the bank group, etc.) 

(5) Obtain a copy of materials used to obtain internal credit approval (e.g. credit approval 
me1norandu1n, financial projection n1odel and assumptions, etc.) 

(6) Is there a credit default S\\.'ap or other derivatives contract in place at the Institution 
related to the credit facility? If so, provide particulars and obtain a copy of such contract. 
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Background Infonnation 

"'Syndicated Loans" are loans 1nade, respectively, by two or more lenders contracting directly 
\Vith a borro\vcr under the san1c credit agrcc1ncnt. Syndicated Loans arc often confused \Vith 
loan "Participations." However, Syndicated Loans differ from loan Participations in that the 
lenders in a syndication participate jointly in the origination and lending process; as opposed to 
one originator ( com1nonly called the "lead bank") selling to third parties (''participants") 
undivided participation interests in the lead bank's lending comn1itmcnt and loans to the 
borrower. (Syndicate lenders 1nay, however, acquire their interests in a credit facility through 
assign1nent from one of the original lenders.) In a syndicated transaction, each lender has a 
direct legal relationship with the borro\ver and receives its own promissory note(s) from the 
borro\vcr (if the credit agree1nent provides for borrov..rings to be evidenced by notes), \vhile in a 
Participation relationship the lead bank is commonly the only direct lender to the borro\ver and, 
therefore, the sole payee for the entire amount loaned. In the latter arrangement, the rights of 
those purchasing participations are rolttinely set forth in a '·participation agreement," which may 
be titled - or provide for one or more other documents titled - "participation certificate." 
Under a syndication, typically one or 1nore lenders will also take on the separate role of agent for 
the credit ti:tcility and assu1ne responsibility of administering the loans tor the other lenders. 
Syndications may include administrative agents, collateral agents, or other syndicate agents. 

A syndicated credit agree1ncnt often includes 111ultiplc credits or "'tranches," such as one or 
1norc ter1n loan facilities as \vell as a revolving credit facility. Each facility comn1only entails a 
con1mit1nent to lend (and if a revolving loan is repaid, to re-lend) on one or more occasions prior 
to a specified expiry date. Also, a revolving credit facility will com1nonly include a Sltb
comn1itn1cnt of one or niorc lenders, designated as "'issuing banks," to issue letters of credit 
(""LCs") for the borro\\.'cr's account. Each syndicate lender is usually obligated to purchase a pro 
rata participation fron1 the issuing bank in any dravvs under the LCs that are not reitnbursed by 
the borro\ver or to 1nake loans on a pro rata basis to reimbltrse the issuing bank for those dra\VS. 
Additionally, syndicated revolvers somctin1cs include a "'s\vingline" sub-facility, allowing or 
obligating the lender that is also the agent ("s,vingline lender'') to n1akc certain loans 
exclusively, but obligating the other lenders to participate in those loans at the swingline lender's 
option or auto1natically upon the occurrence of an event of default. 
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B. SYNDICATED LOANS 
4.2 Job Aid: Svndicated f,oan Sales Docu111entation Checklist 

SYNDICATED LOAN SALES 
PORTFOLIO 
CLOSING DOCUMENTS 

Executed Executed 
Purchaser Executed Executed Executed Purchase Case 
Eligibility Qualification Bid LSTA Trade Assignment Price Approved Closing 

Borrower Certification ReQuest PackaQe Confirmation Aareement Letter in FACTS Date 
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C. SYNDICATED LIMITED 
PARTNERSHIPS 
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5. SYNDICATED LIMITED 
PARTNERSHIPS GUIDANCE 
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C. SYNDICATED Ll111ITED PARTNERSHIPS 
5.1 Definition of''Svndicatecl Limited Partnersl1ips" 

Syndicated Li1n ited Partnerships is an asset category created by Capital Markets to include 
interests in the form of shares or lin1 itcd part ncrship interests in funds that arc organized as 
partnerships or Jim ited liability companies with partnership election for tax purposes. These 
funds invest in CRA el igible investments such as Lovv Incorn e Housing Tax Credits, Stn all 
Business Ad111 inistration Loans, Sm all B11si nesses Investm ent Com panies, Econo111 ic 
Dcvclop1ncnt Real Estate Projects, Ne'.'.' Market Tax ('rcdits, and othc r types of projects that arc 
eligible for C'.RA credit. The par tnerships are organized and 1n anaged by a Ill anaging partner 
vvho ofl'ers shares or lin1 ited partnership interests to inv estors. The lin1 ited partners typically 
obtain cash tlo\\1 and federal and state tax cred its as well as CRA credit. Banks are the Ill ost 
comn1011 investors in these Lin1 ited Partnerships. Depending on the type of fund, the banks can 
achieve a return on their invest1llent in the form of cash flo\v and/or tax credits. 
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C. SYNDICATED Ll111ITED PARTNERSHIPS 
5 2 P Cl G "d . re- O!'J'lll!! Ul a nee 

Capital Markets is responsible for the management and the disposition of all Syndicated Litnited 
Partnerships for the FDIC that are acquired fro111 failed financial instit11tions. Syndicated Li1nited 
Partnerships arc a special asset category \vhich has its own Sales Tcan1. The Syndicated Li1n itcd 
Partnerships Sales Team is responsible for th e ad1n inistration and management of Syndicated 
Limited Partnerships during the Pre-C'.losing, Closing, and Post-Closing phases. 

Syndicated Lim itcd Partnerships arc usually identified on the fina ncial institution's securities 
inventory or in o ther as sets; therefore, the Syndicated Limited Partnerships Sa Jes Team vvill 
become a\vare of Syndicated Li111 ited Partners hips in a nu1n ber of ways. Often, the Capital 
Markets Functional Manager (CMF M) will have conic across the assets when con ducting the 
pre-closing inventory analysis for securities.Other tin1cs, Syndicated Li1n itcd Partnership assets 
will be assigned to Subsidiaries or Asset Mana gen1ent Closing teams and those individuals \vill 
reach 011t to the Syndicated Limited Partnerships Sales T earn for ad1n inistration and liquidation 
of the assets. 

Rese.onsihilities o[.the Srndicatetl Li111itetl JJart11ershie.s Sales Teani JJre-Closi11g: 
1.) Obtain Inventory ofS:yndicated Limited Partnerships: When notified that 

Syndicated Limited Partnerships arc part of the inventory ofa failed bank, the 
Sales Team will obtain a listing of all Li1nited Partnerships, if any, from the 
securities inventory listing or fron1 the other assets listing in the Pro-forma 
jackets or the institutions share-point site. 

2.) Obtain Syndicated Limited Partnerships Documentation: The Syndicated 
Limited Partnerships Sales Team \vill inventory all docun1entation available 
related to the Limited Partnerships owned by the financial instit11tion in 
preparation for closing and identify any 1nissing information. The 
documentation needed nor1nally includes the Private Place1nent or Offering 
Memorandum, the Operating or Partnership Agreetnent, the Subscription 
Agreement, Capital Contribution Notes, Security Agree1nents, Benefit 
schedules, prior year K-1 'sand inforn1ation about the n1anaging partner. 

3.) Identify Contact at Financial Institution: Lastly, the Syndicated Limited 
Partnerships Sales T earn will obtain a key contact at the financial instit11tion 
responsible for Li1nitcd Partnerships. Since these investments arc normally 
acquired for CRA purposes, this will usually be personnel in the CRA 
investment group of the financial institution. 

87 



Page 88 

C. SYNDICATED Ll111ITED PARTNERSHIPS 
5 3 Cl G "d . O!'J'IH!! Ul a11ce 

The Syndicated Lin1ited Partnerships Sales Team \vill \vork with the Ca pita! Markets Functional 
Manager (CMFM) assigned to the closing team or the on-site closing asset managers to obtain all 
relevant documents related to the financial institutions Limited Partnership investments. 

Rese.onsihilities o[_the Srndicafetl Li111itetl JJart11ershif!.·'· Sales Teani Clo.,·ing: 
1.) Obtain Contact at Financial Institution: Obtain a key contact at the financial 

institution to intcrvic'.'.' about the financial institutions investments in Limited 
Partnerships. 

2.) Intcrvic"v Financial Institution Personnel: Interview the financial 
institution's personnel about the Syndicated Limited Partnership activities in 
order to inventory all Syndicated Limited Partnerships. Although, this 
procedure was done in pre-closing from the financial institution's documents, 
due to the nature of the investment, other Syndicated Limited Partnership 
invcst1ncnts may be discovered. 

3.) Obtain Syndicated Limited Partnerships Documentation: During the 
closing phase, the Syndicated Li1nited Partnerships Sales Team should contact 
the CMFM onsite and ask then1 to obtain any missing relevant docutnentation 
related to the financial instit11tion's investments in Syndicated Limited 
Partnerships. These documents nor1nally include the Private Placcn1ent or 
Offering Memorandum, the Operating or Partnership Agreement, the 
Subscription Agreement, C'.apital Contribution Notes, Security Agreements, 
Benefit sched1tles, prior year K-1 'sand infon11ation about the managing 
partner. Have all hard docu1nentation shipped to the Capital Markets group for 
inventory. 

(Job Aid 2.7: Ship11ing Physical Securities) 
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C. SYNDICATED Ll111ITED PARTNERSHIPS 
5 4 P Cl G ·1 . ost- OSlllV 111t ance 

When liquidating Syndicated Lim ited Partnerships, the Syndicated Lin1 ited Partnerships Sales 
T earn has all of the responsibilities of a Securities "Sales Tea1n Leader/Mem her" (See Section 
l .4 Securities Post-Closing (Juidancc) plus the follo\ving guidance should be followed in the 
1nanagement and disposal of the Limited Partnership interests: 

Responsibilities o['the Srndicated Lin1itecl Partnerships Sales Tean1 Post-
Closing: 
I.) Contact the l\Ianaging Partner: Contact the Managing Partner to inform 

thetn of the bank's Receivership, establish an FDIC point-of-contact, and 
provide them \Vith updated payment instntctions. Inventory the docu1nentation 
on the Lin1ited Partnership shares obtained during the pre-closing and closing 
phases of the financial institution closing. Also, the Sales Tea1n should contact 
the managing partner of the fund for any n1issing documentation. The 
managing partner will normally have these documents in pdf. files and \Vill 
readily send them to the FDIC. In addition, request an updated rc1naining 
benefits schedule from the managing partner. 

2.) Determine Type of Investment: Review the documentation and remaining 
benefits schedule to dcter1nine the type of li1nitcd partnership invcst1ncnt (e.g. 
tax credits, SBIC fund, C'.RA fund, etc.) and the holding and 1narket value of 
the remaining benefits. The Limited Partnership benefits 1nay just be in the 
form of tax credits and operating losses or 1nay be cash tlo\ving. If a financial 
advisor is engaged, send all docun1cnts and rcn1aining benefit schedules to the 
financial advisor for valuation and 1narket value. Discuss the ability to sell the 
Limited Partnership shares with the financial advisor. 

3.) Review Capital Contributions: If there arc any required capital contributions, 
contact the managing partner to discuss alternatives to making the capital 
contribution. 
a.) Ifa capital contribution can be justified s11b111it a FACTS case, citing 

appropriate delegation, for the capital contribution. [(~()~"l"Rl>L: 
SECONUARY IU:\'IEWI Coordinate with Claims ifthe managing 
partner has submitted a clain1 tor the C'.apital Contribution. As a general 
guidance principle. Capital Markets sho11ld \Vork with the Managing 
Partners of the funds to avoid any further capital contributions unless the 
benefit of1naking the capital contribution can be clearly supported by a 
sale at a 1narket price that materially exceeds the required capital 
contribution. Capital Markets can discuss a nu111ber of alternatives \Vi th the 
Managing Partner including: 

• Adjusting the capital account. 
• Obtaining a buyer that will assume the h.tture capital contributions . 
• Delaying the capital contributi on until the Svndicated Li1n itcd 
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Partnership interest is sold. 

b.) In the event that the 1nanaging partner of the fund is unwilling to cooperate 
\Vith Capital Markets, the 111 anaging partner should be referred to Clain1 s. 
In cases \Vh ere the rn anaging partner decides to pur sue litigation, Capital 
Markets should refer the managing partner to FDIC Legal. 

c.) ('lain1s - Them anaging partner of th c fund has the right to pursue its 
capital contribution with Claim s. Cap ital Markets rn ust also coo rdinate 
with Clait11s any negotiation of the capita I contributions to ensure that both 
dcpartn1cnts arc aware of a claim from a 1nanaging partner for the capital 
contribution and its resolution. 

4.) Monitor Cash Flo\\'S: The Syndicated Limited Partnerships Sales Team will 
take responsibility for 1nonitoring all payments received for Lin1itcd 
Partnership assets including Sales Proceeds and periodic dividend payn1ents, if 
applicable. The supporting docu1nentation fOr the cash flovvs should be 
obtained from the Managing Partner. The Syndicated Lit11ited Partnerships 
Sales Team will coordinate with BOS to ensure that the Payments were 
actually received by the FDIC and \viii provide docun1entation for applying the 
payments to the assets. ICOl'iTROL: SEGREGA TIO:-/ OF DUTIES! 

5.) Liquidate the Security Through a Negotiated or Auction Sale - C:apital 
Markets can decide to sell the Li1n itcd Partnership interest through an auction 
sale or a negotiated sale. The fOllow·i ng guidance should be followed in order 
to detennine what type of sale to pursue. 

Generally, a negotiated sale is used \Vh en the type of Li 1nitcd Partnership 
interest is not highly marketable, was designed fOr specific investors and there 
is an existing Lim ited Partner in the fl.ind that has a high degree of interest in 
buying the FDJC's Li n1itcd Partnership shares. In these cases the sale can be 
acco1nplishcd through a sale and assign1n cnt agrcc1ncnt. Negotiated sales arc 
also used w·hen the remaining b enefits are lim ited and therefOre them arket 
value does notjltstify the costs of an altction. Ne gotiated sales prices must be 
supported by analysis to dctcnn inc the holding value and them arkct value of 
the shares. In addition, the negotiated price should take into account the costs 
and titne of pursuing an auction sale. 

Auction sales arc used when the n1 arkct value of the Li1n itcd Partnership 
interests arc enough to justify the costs of an auction, there is a large universe of 
potential buyers and a negotiated sale can not be concluded. Auction sales will 
involve m ltch more doc u111entation including the revie\v of the documents by 
outside counsel for adherence to securities laws and issuing a securities opinion. 
In addition, a bid package \viii n eed to be developed by FDIC legal \\'hich \viii 
normally include ab id form, bidding instruc tions, bid te rms, due diligence 
1naterials, form of the sale and assi 2:n1nent a!!reem ent. a descrintion of the 
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shares and the terms of the sale. Due to the amount of legal documentation and 
involve1nent, auctioned sales are more ti1n e consu111 ing and expensive and 
therefore arc nonn ally used when a negotiated buyer can not be identified and 
the deal is large enough to justify the expenses. 

Engaging a Financial Advisor- Capital Markets may use a financial advisor for 
valuation and distribution. The ft nancial advisor can be hired through the 
appropriate Receivership Basic Ordcri ng Agrccm cnts ("RBOA '') and a Task 
Order. Currently the appropriate RBOA is the RBOA f or Financia I Advisory 
services. Capital Markets \Vil! \\1ork with FDIC Contracting to 1nanage and issue 
the Task Order to the fin11s awarded the RBOA. 

a.) l\'egotiated Sales - Dctcm1 inc an appropriate 111arkct value of the Lim itcd 
Partnership interest. If a financial advisor is engaged, obtain an appraisal 
tfotn the financial advisor \vith supporting schedules. Work with the 
purchaser on a negotiated basis to obt ain a bid. Once a bids letter is 
obtained from a buyer, prepare a FACTS case. [('()~TR()l,: 

SEC:Cll\D,\I{\' l{E \'IE\\'I Once the FACTS case is approved contact 
Legal to work with th e buyer and the rn anaging partner to finalize the 
transfer agreements. 

b.) Auction Sales - If an auction sale is to be used, \Vork with Legal to develop 
a Bid Package. The bid package vvill cons ist of the ite ms listed in the 
section Post Closing Gltidance - Lim ited Partnerships. Once the altction 
package is f inalizcd su btnit a FA CTS case p rior to dis tributing the Bid 
Package to potential in vestors. [C:Cll\cl'RClL: SEC:<>NDi\l{\1 RE\'IE\\,.. ] 
FDIC legal \vill run the closing do curnents. Once all sign ature pages are 
signed and distributed, verify that cash proceeds have been received. Send 
posting instructions to BOS in Dallas to apply the funds to the proper assets 
and the p roper receiv ership. In a ddition, provide the C apital Markets 
Manager responsible for the securities inventory reporting with the relevant 
infon11ation on the sale. This inform ation \VOltld include the nam e of the 
Limited Partnership interests, the receivership fund nu1nbcr, the sales 
proceeds and any o ther inform ation required for the Capital Markets 
securities inventory reports. 
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6. SYNDICATED LIMITED 
PARTNERSHIPS JOB AIDS 
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C. SYNDICATED Ll111ITED PARTNERSHIPS 
6.1 Job Aid: TBD 
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D. QUALIFIED FINANCIAL 
CONTRACTS-RESOLUTION 
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7. QUALIFIED FINANCIAL CONTRACTS 
- RESOLUTION GUIDANCE 
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D. QUALIFIED FINANCIAL CONTRACTS 
7.1 Definition of''011alifiecl Fina11cial Contract's" (QFC's) 

QFCs are certain financial contracts that have been defined in the Federal Deposit Insurance Act 
(FDI Act) and receive special treatment by the FDIC in the event of the failure of an insured 
depository institution (institution).Thc FD! Act identifies QFCs using the statutory definition of 
five specific financial contracts. This statutory list of QFC'.s consists of securities contracts, 
con1modity contracts, forvvard contracts, repurchase agreen1ents, and swap agreements. 
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D. QUALIFIED FINANCIAL CONTRACTS 
7.2 Pre-Cio'11l<' Guidance 

Capital Markets is responsible for tacilitating the resolution ofQFC's in the closing process. The 
Capital Markets Functional Manager for a closing is responsible for confirming that the FDIC 
has received adequate QFC reporting fro1n the 'troubled institution' and/or the examiners to 
enable advance planning for QFC resolution, and is also responsible for coordinating with the 
closing tean1 in advance of the closing. 

Responsibilities of the Capital lfarkets Functional .llanaf!er Pre-Closing: 
1.) Review the QFC Advance Planning Report to confirm any Part 371 

reporting received to date. 

In advance of closing, QFC'-rclatcd documents arc uploaded to the SharcPoint site, 
under either of the following two subfolders: 

• Assets Securities I QFC's, or 
• QFC's 

The files \Vithin the folder \viii include, if available: 
1. Table Al & A2 (Details on individual derivative positions-Al and 

aggregate exposures segmented by counterparty -A2) 
2. Master Agreements between the institution and its counterpartics 

(these agreements typically include key counterparty notice 
recipient information), and 

3. Trade confin11ations for each derivative position. 

If there are credit derivatives, obtain copies of contracts (including the 
confirmations for each trade) and ask the Legal Division Closing Tea111 for a 
determination whether the contracts arc QFC:s. 

2,) Obtain copies of QFC Contracts: Obtain signed copies of qualified financial 
contracts and revievv to determine: 
• Type ofQFC 
• Tcrn1s ofQFC' 
• Function or purpose perfor1ned by the QFC, particularly whether the QFC 

hedges risks associated \vith assets and liabilities in the institution's 
portfolio. 

• Whether contracts arc collatcralizcd and if so, the collateral that secures the 
contracts 

• Whether contracts are subject to other agreen1ents, such as Master 
Agree1nents, or clearinghouse agreements or rules 

• Identities of countcrpartics to the contracts 
• Contact infor1nation, specifically where should notices be sent 

('opies of the contracts should include the confir1nations for each trade. 

If copies of agrcc1ncnts arc not av·ailablc, coordinate with (I) the QFC 3 71 
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Recordkeeping Team or (2) Franchise Marketing to contact someone onsite at the 
institution. 

Best-Practice Hint: By preparing an excel list of counterparty notice recipients in 
advance of closing, you can I) update the list once on-site to include any changes 
to the notice recipients (in the cv'cnt of updated fax, address, c-1nail), 2) track 
issuance and confirmed receipt. 

If the financial institution has significant QFC positions, inforn1ation should be 
gathered fro1n the QFC Rccordkccping Repository or, failing that, the onsitc 
examination statl~ using the listing provided in the Interview· Guide. 

3.) Identify Key Institution Personnel: Identify key institution personnel vvith 
operational responsibility for trading, risk 1nanagement and ii11ple1nentation of 
QFC operations. 

4.) Make Information Available to Legal Division: Ensure all relevant 
infonnation concerning the QFCs has been circulated, or made available via 
access to SharcPoint, to all ('apital Markets personnel assigned to the 
resolution and to the Legal Division Closing Tca1n. All actions taken \\"ith 
respect to the QFCs must be coordinated vvith the Legal Division Closing 
Team. 

5.) Prepare the SRP: The Capital Markets Functional Manager is responsible for 
preparing the C'.apital Markets I QFC'. section of the Strategic Resolution Plan. 
This should include a quantification of QFC exposure. 

(Job Aid 2.1: Pre-Closing Inventory Analvsis & PreQaring an SRP) 

6.) Identify Counterparties: Sort QFCs by counterparty (and include as a 
separate s11b-group all QFCs of the counterparty's Affiliates who are also 
counterpartics of the institution). Decisions concerning the disposition of 
QFC'.s must be 1nade by counterparty (and all Affiliates), not on individual 
contracts; that is, all contracts \Vith a specific counterparty (and all Afliliates) 
must be retained by the Receiver, transferred to one financial institution, or 
repudiated. 

Segmentation by individual counterparty is typically available through the Table 
A2 reporting d11e from the institution prior to closing. If the institution report on 
SharePoint is dated prior to the closing date, you \\1 ill need to request a 'Close of 
Business' QFC Report (Including Table Al & A2 updated as of the closing) to be 
prepared by the institution's QFC point of contact. 
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7.) Value the QFC: Make a preliminary determination \vhether the aggregate 
position of the institution with each counterparty (and its Affiliates) is in-the-
111oncy or out-of-thc-1noncy, and/or is fully collatcralizcd, as well as the effect 
of any proposed action on any hedges currently in place (if necessary or 
appropriate to retain hedges). Share the results vvith the Legal Division 
Closing Team. to develop a strategy for addressing QFCs at closing. Resources 
for con1plcting this dctcnnination include: . QFC' 371 Rccordkccping Tcan1 

• Financial advisor (if one is under contract to FDIC for the resolution) . 
Capital Markets may wish to retain a financial adviser to review and value 
QFC:s when the institution has a large QFC portfolio or potentially 
con1plcx QFCs or under other scenarios \\"here QFCs arc difficult to 
understand or value in a timely manner. 

8.) Schedule Intcrvic\v for Closing Night \Vith Kc)' Institution Personnel: 
When traveling onsitc, in advance of closing, be sure to have a closing-night 
interview tin1e confirmed by the Closing teatn with the institution's QFC'. point 
of contact (preferably early in the evening, as there may be several deliverables 
due closing night). 

9.) Determine ifQFC's will be sold or Retained by the FDIC: Make contact 
with Legal or Franchise Marketing to obtain details on \Vhether QFC's will be 
retained by the Rccciv'cr or transferred to the Acquiring Institution and to 
ensure QFC' collateral rc1nains with the QFC's. This infor1nation is typically 
available in the days just prior to closing. If needed, Capital Markets n1ay be 
asked to act in an advisory capacity in order to assist Franchise Marketing in 
1naking this decision. 

1'./ote: Decisions concerning the dis11osition of"QFCs 1nust be made b_v 
counterpart:/ (and its Affiliate.'>), not b;1 indivi(/ual contracts; that is, all contracts 
tvith a .'>pecific counterpart)' (and its Affiliate:;,) 1nust be retained b.v the Receiver, 
trans/Crred to one_financial institution, or reJJUlfiated. 
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D. QUALIFIED FINANCIAL CONTRACTS 
~3 Cl G "d . O!'J'IH!! Ul a11ce 

At closing, the Capital Markets Functional Manager is responsible for obtaining the most up-to-date 
inventory of QFC's and their details (confirmations, points of contact, Table Al & A2, etc), 
interviewing the QFC point of contact \Vith the bank, providing tin1cly notification to QFC 
counterparties of any transfer of their QFCs, reporting out to the closing team and managing the 
QFC'. portfOlio through the closing process. 

***If QFC''s arc identified pre-closing, Capital Markets al\\1ays sends a staff 111c1nbcr to \\.'Ork on-
site at the closing. The exception is when there are only a couple of QFC's and they are passing to 
the Acquiring Institution. In this instance, QFC's are accounted for by Profonna in coordination 
with Legal. 

Reseonsihilities o[' Caeital 1l1arkets r-unctional il1a11agers at Closing: 
• /11{!Jrn1atio11 Gatheri11g 
• Dispositio11 ol'OFC's 

Jn[_or111ation Gatl1ering: 
1.) Intervie\V Institution Staff on Closing ~ight: lntervievv institution stafl- to 

obtain information concen1ing Master Agreements, the identity of the 
counterparty's Affiliates \\1ho arc also QFC countcrpartics of the institution, 
hedging activity, the clearing and settle1nent process, and key counterparty 
contacts. Listed below are son1e suggested interview· topics or infom1ation 
req11ests: 

a.) Request an Updated Table Al & A2: Co1npare this updated version 
against prior reporting to confim1 whether there have been any additions, 
ten11inations or 111odifications of any derivatives since the pre-closing 
report \\1as subn1ittcd to the FDIC. 

b.) Obtain Signed Copies of QFC Documentation: If available, obtain 
signed copies of any qualified financial contracts (QFCs) (including 
confirn1ations) executed by the institution and not already n1aintaincd by 
Capital Markets. Review to deter1nine: 
• Type ofQFC 
• Tenns ofQFC . Function or purpose performed by the QFC, particularly \\"hcthcr the 

QFC'. hedges risks associated with assets and liabilities in the 
institution's portfOlio. 

• Whether contracts are collateralized and if so, the collateral that sec11res 
the contracts; be sure to obtain a copy of any safekeeping locations and 
C'.ustodian details for all QFC'. collateral 

• Whether contracts are subject to other agreements, such as Master 
Agrccn1cnts, or clearinghouse agreements or rules . Identities of countcrpartics to the contracts 
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• Contact infom1ation, specifically vvhere should notices be sent 

Copies of the contracts should include the confirmations for each trade. 

c.) Obtain Contact Information for Counterparties: Confirn1 or provide 
any available c-1nail, fax and phone contact details for all countcrpartics 
(emphasis on fax and e-mail, so FDIC can confim1 itnrnediate receipt 
within our one business-day notification deadline). 

d.) Obtain Contact Information for Custodians/Safekeeping Agent. 

c.) Obtain Copies of l\1TM l\1cthodolog)': Any details on MTM 
1ncthodology and assu1nptions used in valuing the QFC positions. This 
inforn1ation is not required but may be useful in valuating the QFC 
internal! y. 

f.) Obtain Documentation for Exotic QFC's: If there arc any exotic QFC' 
products (subjective), specifics on purpose, how the product is captured 
through accounting tean1 and copies of key documents with customers and 
counterparties. 

Disposition of'QFl''s: 
1.) Review Purchase & Assumption Agreement regarding the disposition of 

the QFCs: The decision to retain or sell QFC's is determined by Franchise 
Marketing (and indirectly the Acquiring Institution) and is written into the 
Purchase and Assun1ption Agrccn1cnt. The decision is based on factors such as 
the aggregate position of the institution \vi th each counterparty (and its 
Affiliates), \Vhat the collateral position is, ho\v the proposed action affects any 
hedges currently in place and whether the terms of the contracts arc 
burdensome to the Receiver. Consult \\"ith the Legal Division ('losing Tcan1, 
to decide whether all QFCs for a specific counterparty (and its Affiliates) will 
be: 

• Sold to the acquiring institution, 
• Retained by the FDIC as Receiver, or 
• Transferred to another financial institution (ex. Bridge Bank). 

Once the decision is n1ade that the security \vill not be sold to the Acquiring 
Institution, then Capital Markets must decide if the QFC will be: 
• Repudiated, 
• ('loscd out by 1nutual scttlcn1cnt, or 
• Letl in place and 1nanaged by the FDIC. 

Note I: Deci.~ion.~ to retain or transfer QFCs.for a spec~fic counte1party (and its 
Affiliate!!.) must be made by S:OOP1lf, Eastern Ti111e, on t/1e busi11ess day· next 
101/owin!! annointment of' the Receiver. Note that a decision to retain a npc mav 
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lead the counterpart)' to tern1inate that QFC (if it has a right to do so under the 
contract). If Capital Markets believes that such a response is likelJ', it may want 
to repudiate the contract prior to termination in order to fix any damages that 
nta}' be claimed against the Receiver to actual, direct con1pe11sato1y damages as 
o,fthe date o,frepudiation. 

2.) Obtain approval for actions concerning the QFCs: 
Prior to traveling on-site to a closing. the Capital Markets Functional Manager 
should discuss strategy with the Assistant Director, Capital Markets and obtain 
authority to execute the transaction, as required under the delegation of authority. 
ICOl\TROL: SEC:O:"JDAR\1 RE\'IE\\''] Once on-site, if the tacts are changed, 
then the Capital Markets Functional Manager should consult with the Assistant 
Director, ('apital Markets by c1nail to obtain authority. If the a1nount of the QFC is 
particularly large/sensitive the Assistant Director, Capital Markets 1nay refer the 
issue to the Deputy Director, Franchise and Asset Marketing for concurrence. The 
Capital Markets Functional Manager should also obtain Legal Division 
concurrence if the delegated authority requested requires legal concurrence. 

3.) Coordinate \Vith Legal to prepare and send notices to each counterpart~' 
regarding the Receivership's transfer of QFCs: The Legal Team is 
responsible tor sending notices to the counterparties (see Legal Policies and 
Procedures Manual) bltt Capital Markets sholtld coordinate with legal and offer 
assistance to ensure this task is con1plctcd. 
• If the QFCs arc transferred to another institution, notice is due to the 

atl'ected counterparties by 5:00 p.rn., Easten1 Titne, on the next business 
day after closing. 

• The required notice to the countcrpartics should be delivered in writing by 
c-1nail or facsi1nile trans1nission. Ho\vcver, the required notice can, if 
necessary, be delivered by phone call by 5:00 p.rn., Eastern Tin1e, on the 
next business day after closing, but sholtld be promptly followed ltp in 
writing with a for1nal notice. 

• For purposes of this itc1n 3, the tcr1n "business day" n1eans any day other 
than any Saturday, Sunday or any day on 'v'ihich either the New York Stock 
Exchange or the Federal Reserve Bank of New York is closed. 

1Vote: As a precaution, it is best for FDIC to give the required notice oj'QFC 
tran.~fer h)' e-mail or.facsimile transniission -- and to.follow up with a phone call 
-- no later tha11 noo11, Easter11 Time, 011 the next b11siness da)' after closing. 

4.) Determine if Systems onsite Support QFC's: Consult institu tion staff to 
determine 'v'ihether any proprietary sy stems are us ed to cotnmunicate vvith 
counterparties, settle trades or exchange funds (such as SWIFT or Bloo1nberg 
Financial Services). If so, these systc1n s should not be shut down or the 
contract repudiated until disposition of the QFC's has been completed. 
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5.) Obtain Legal Documents "'hen transferring to a Bridge or other FDIC 
controlled depository institution: If the QFC'.s are transferred to a bridge bank 
or depository institution, ensure all legal documents necessary to acco111plish 
the transfer arc executed. Forward copies of the signed docun1cnts to the 
Capital Markets, Headquarters. 

6.) Prepare Repudiation Letters: If the Receiver retains the QFCs, prepare 
rep11diation letters for those contracts that \Vil! be repudiated. . Obtain the appropriate for1n letter fron1 the Legal Division Closing Tcan1, 

and have the letter signed by the Receiver-in-C'.harge or other delegated 
authority. 

• Enclose a claitn forn1 with the letter . . Send the notice to the counterparty by certified 111ail return receipt 
requested. 

• Repltdiations 111ust be documented with a Case in FACTS and they must be 
approved by the appropriate delegated authority. 

7.) Obtain Signed PAV, if necessary: If implementing an approved action 
involves a transfer or exchange of funds, obtain \Vire instructions or a Pay1nent 
Authorization Voucher (PAV) fon11 from the Financial Manager and have it 
signed by so1neone with the appropriate level of delegated authority. 
[CO'ITROL: SECOl\DARY REVIEW[ 
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8. QUALIFIED FINANCIAL CONTRACTS 
- RESOLUTION JOB AIDS 
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D. Qualified Financial Contracts - Resolutio11 
8.1 Job Aid: TBD 
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E. QUALIFIED FINANCIAL 
CONTRACTS - PART 371 
RECORDKEEPING RULE 
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9. QUALIFIED FINANCIAL CONTRACTS 
- PART 371 -GUIDANCE 
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E. QUALIFIED FINANCIAL CONTRACTS (QFC'SI - PART 371 
9.1 Interpretation of Rule 3 71 

Capital Markets is responsible for the itnplernentation of the Part 371 Recordkeeping Rule ("the 
Rule") \Vi th staff assigned to implement the notification and reporting process, in consultation 
with RMS. The Ruic establishes rccordkccping rcquircn1cnts with respect to qualified financial 
contracts and applies to insured depository institutions that are in a troubled condition. All 
activities related to the Rule are pre-closing activities, the reports and records received are used 
to help the FDIC prepare for closing and post-closing activities. 

Since the regulation has some specific details, the guidance for pre-closing irnplen1entation is 
also specific: 

An insured depository institution shall con1ply \\"ith the Ruic within 60 days after \Vrittcn 
notification by the institution's appropriate Federal banking agency or the FDIC that it is in a 
troltbled condition under* 371.2(f). The FDIC may, at its discretion, grant one or more 
extensions of ti1nc for reporting under the Rule. No single extension shall be for a period of more 
than 30 days. An insured depository institution n1ay request an extension ofti1nc by submitting a 
vvritten request to the FDIC'. at least 15 days prior to the deadline tor its reporting under the Rule. 
The \Vritten request for an extension 111ust contain a statement of the reasons \vhy the institution 
cannot comply by the required reporting deadline. 

Tro11bled condition: means any insured depository institution that: 

( 1) I las a co1npositc rating, as dctcnnincd by its appropriate Federal banking agency in its most 
recent report of cxan1ination, of 3 (only for insured depository institutions \Vi th total 
consolidated assets of ten billion dollars or greater), 4, or 5 under the UnitOrm Financial 
Institution Rating System, or in the case of an insured branch of a foreign bank, an equivalent 
rating; 

(2) Is subject to a proceeding initiated by the FDIC fOr tem1ination or suspension of deposit 
insurance; 

(3) Is subject to a cease-and-desist order or \Vrittcn agrccn1cnt issued by the appropriate Federal 
banking agency, as defined in 12 U.S.C. 1813(q), that requires action to itnprove the financial 
condition of the insured depository institution or is subject to a proceeding initiated by the 
appropriate Federal banking agency which contcn1platcs the issuance of an order that requires 
action to in1provc the financial condition of the insured depository institution, unless 
otherv.-ise intOrmed in writing by the appropriate Federal banking agency; 

(4) Is inforn1cd in writing by the insured depository institution's appropriate Federal banking 
agency that it is in troubled condition for purposes of 12 U.S.C. 1831 ion the basis of the 
institution's most recent report of condition or report of exan1ination, or other intOnnation 
available to the institution's appropriate Federal banking agency; or 
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(5) Is detem1ined by the appropriate Federal banking agency or the FDIC in consultation with the 
appropriate Federal banking agency to be experiencing a significant deterioration of capital or 
significant funding difficulties or liquidity stress, notwithstanding the co1npositc rating of the 
institution by its appropriate Federal banking agency in its 1nost recent report of examination. 

Three Business-day Responses: The Rule provides that not later than three business days after 
the institution's receipt of the written notification fron1 the FDIC under section 371.1 (c) of The 
Ruic, if the institution docs have QFC's, the institution n1ust provide the FDIC \Vith (i) A 
directory ofQFC files on site or electronic share drive and description of the records \vhich 
includes the number, type, counterparties and dollar ai11ount ofQFC's segregated by type of 
QFC and (ii) a point of contact at the institution and their contact information, should the FDIC 
have follo\\.'-up questions concerning this information. 

Ifthe institution Does Not Have QFCs they 1nust provide A letter stating that they [the CEO or 
CFO] hav·c read and understand the QFC rule and hav·c dctcr1nincd that they do not have any 
QFC's. Further the bank will notify the FDIC if they do ever enter into any QFC's and \\1ill 
report according to the rule. 

60-Da}' Responses: If the institution docs hav·c QFC's , they 1n ust con1ply within 6 0 days after 
they receive written no tification fro1n their app ropriate Federal banking agency or the FDIC. 
Including: 

i) A complete Table A-1 (Position-level data), A-2 (Counter-party data) and 
ii) Section B (Data files, contract in fonnation, countcrparty contact infonnation, 
master agreements and confirmations) 

The FDIC may, at its discretion, grant one or 1nore extensions oftitne for compliance vvith this 
reqltire111ent. No single extension may be for a period of more than 30 days. Such institutions 
1nay request an extension of time by subn1itting a \\'ritten request to the FDIC' at least 15 days 
prior to the deadline for its compliance with the requirements of The Rule. 
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E. QUALIFIED FINANCIAL CONTRACTS (QFC'SI - PART 371 
9 2 P Cl G "d . re- 0!)'111!! u1 ance 

Capital Markets is responsible for the itnplernentation of the Part 371 Recordkeeping Rule ("the 
Rule") \Vi th staff assigned to implement the notification and reporting process. in consultation 
with RMS. The Ruic establishes rccordkccping rcquircn1cnts with respect to qualified financial 
contracts and applies to insured depository institutions that are in a troubled condition. All 
activities related to the Rule are pre-closing activities, the reports and records received are used 
to help the FDIC prepare for closing and post-closing activities. 

The Capital Markets stafl-tnembers who are responsible for Rule 371 are referred to as the "QFC 
371 Recordkeeping Tea111." 

QFC Recordkeeping Pre-Resolution Phasing Process: 

The QFC Recordkeeping Rule is broken do\vn into three phases: Identification, 
Reporting and Pre-Resolution Analysis; to reiterate all three phases occur pre-
closing. 

lde11tificution Phase 

In the Identification Phase the prospective recipients of notices under the Rule 
are identified and prioritized. During the Identification Phase queries of Vision, 
RIS/SDI and the ORR resolution ti111etable are 11sed to ensure coverage as 
resolution dates approach. The query criteria used arc specific to each system, and 
co1nbined. 

• The filtering criteria used for thd -Jsystem of record are as b)(B) 

follo\\.'s: I) all banks with a composite CAMELS rating of 3 AND Assets 
of$10 billion or more, and 2) all banks \Vith a composite CAMELS rating 
of4 or 5. 

• The filtering criterion used for 'Call Report' RIS/SDI data is based on the 
results noted above, and filters all banks that report QFC exposure on their 
quarterly call reports including repos, interest rate derivatives, foreign 
exchange, etc. 

• The filtering criterion used for the final system of record, the ORR 
Timcline, is the proposed resolution dates for financial institutions. The 
QFC team prioritizes notice recipients so that institutions that are higher on 
the resolution priority timetable receive the notice first - the goal is to 
receive all QFC recordkeeping responses prior to resolution. 

• To determine notice priority for troubled banks that fall into the resolution 
timetable that are not part of the first two filters (e.g., better rated banks 
that are migrating quickly to resolution or those banks that are subject to a 
call 11pon any cross-g11aranties in favor of the FDIC), Capital Markets 
consults \\.'ith individual RMS case managers 
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(Job Aid 10.1: DSC Case Manager E-Mail Template) 
(Job Aid I 0.2: Letter ten12late for 'troubled bank' notice reci2ients) 

(Job Aid 10.3; OS(' ('asc Manager FAQ Guide) 

Reporting Phase 

In the Reporting Phase a tracking database and response repository is used to 
track and aggregate bank subn1issions. This phase involves iterative follo\v-up 
\Vith QFC contacts at the troubled banks to bring responses in line vvith the 
reporting requirements of The Rule- specifically, the proper reporting of Table 
A 1 & A2, along with countcrparty contact infom1ation for notices following a 
failure. Additional tools include the database ad1ninistrationjob aid, Table Al & 
A2 excel templates for sn1aller banks (not n1andatory), and the response tracking 
report. 

(Job Aid I 0.4: QFC_' Database Administration) 
(Job Aid I 0.5: Excel TemQlate Table Al & Table A2) 

(Job Aid 10.6: Res11onse Tracking Regort) 

Pre-Resolution Analysis Pl1ase 

Prior to, and including, the Pre-Resolution Anal:ysis Phase, for each ltpcoming 
resolution with QFC''s, we refer to the Table A 1 and Table A2 rccordkccping 
responses received fron1 each bank and then segment the QFC' book to plan for 
resolution. If the segmentation identities a particularly large or cotnplex derivative 
portfolio. a Financial Adviser is retained for review, as needed. In addition, the 
rccordkccping responses arc uploaded to ORR Open Banks SharcPoint site and 
updated as the closing approaches. The QFC' team assists the ORR \\.'orkgroup in 
the analysis of a given bank's QFC'. book to tacilitate transfer, repudiation, 
retention or unwind. If necessary, Capital Markets works closely \Vith FDIC Legal 
and an appointed Financial Adviser for the pre-resolution analysis of the QFC:'s. 
Given the variability ofQFC portfolios across reporting banks there is no specific 
job aid applicable for pre-resolution analysis; in this phase review of a tailing 
bank's QFC Sltb111issions (both Table Al&A2) along with 1naster agree1nents and 
trade confirmations is conducted to csti1natc potential costs to unwind positions. 

(Job Aid I 0.5: Excel Template Table Al & Table A2) 
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10. QUALIFIED FINANCIAL 
CONTRACTS - PART 371 - JOB AIDS 
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• The definition of ·'troubled condition" for the purposes of the OFC Recordkeeping Rule is 

• 

included in the Rule, and differs from the definition used for other purposes. The deadlines 
associated with the Rule are triggered by receipt of written notification from the FDIC that the 
institution is in a troubled condition. 

• The ORR QFC team handles all technical and interpretive matters, and will work with you to 
develop strategies if problems arise. It's important that all interpretive questions are directed to 
the ORR QFC team so that we can be assured that the FDIC is providing banks with guidance 
that is both correct and consistent. If needed by the region, the ORR QFC team is available to 
assist in preparing summary reports regarding the region's banks' compliance with the Rule. 

• The ORR QFC team has compiled and manages a QFC Q&A Guide. 

• Although the Rule contemplates deadline extensions, at this time there have been no delegations 
of authority granted - any request from a bank for a deadline extension requires approval by the 
FDIC Board of Directors. In the rare cases where you anticipate that an institution may not meet 
the 60-day deadline for compliance, please contact the ORR QFC team as early as practical so 
that we can assist. 

Information Needs for the QFC Database: 

• In addition to copying the QFC team on the notification letter, we need to have the e-mail address, 
phone and fax number of the bank officer contacted. 

• Forward to the QFC team the initial responses which are due 3 business days after the notification 
letter is received by the bank. 

• Although we should be copied on responses by the bank, in case we have been omitted please 
forward any responses when received. 

• Notify the QFC team of any extension request. Since the extension requests will require FDIC Board 
of Directors approval the bank will also need to provide an update that details progress to date, the 
bank"s work product at the time of the extension request and a reason detailing the need for the 
extension request. 

We will try to make the notification process easier for you. If you have any questions regarding the 
notification or the attachments please do not hesitate to contact me by e-mail or •tel. or 
______ (tel.-----~ 

Thank you for your assistance, 

*Insert inforn1ation for applicable [)RR/Capital Markeb contacb. 
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E. QUALIFIED FINANCIAL CONTRACTS (QFC'SI - PART 371 
10.4 Job Aid: QFC Database Ad111inistration Guide 

Ovcrvicl\' 

Relational 
Guidance 

flow to .... 

This job aid breaks out the steps necessary to administer the QFC database 
and generate reports used for implementing The Rule. Sotne steps involve 
database queries that identify troltbled banks, other steps involve report 
generation. 

Part 371 QFC Recordkeeping Rltle- Policy and Guidance for 
Implementation of Rccordkccping Ruic 

Ad111inister the databases and reports ltnder The Rule. 

Step Action 
I Select the priority and titning ofin~litution~ to be notified ('QFC Recordkeeping 

Adn1i11istration Tin1i11g Prioriti::ation Joh Aid). 
2 Up<latc the ORR QFC Rccordkccping Application for in~titutions that arc to be 

sent notification letters ('QFC Recordkeeping Adn1i11istratio11 Prepare For 
,\'otification Joh Aid). 

3 Record and track notification and response letters ('QF(' Recordkeeping 
Ad111i11islralion - Record 1Votifica!ion and Response Lellers -Joh Aid'). 

4 Request, record and track 60-day deliverables received fro1n institutions ('QFC' 
Recordkeeping Ad111i11islralion - Record 60-Dar Deliverables - Joh Aid"). 

5 Report the efforts of institutions to satisfy the require1nents {'QFC' 
Recordkeeping Ad111i11islralion - Reporting - Joh Aid'). 

***There arc additional, more detailed QFC Job Aids mentioned on this schedule which arc not 
included in the PPM Manual. These Job Aids can be tOund on the Capital Markets SharePoint 
Site under QFC's. 
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E. QUALIFIED FINANCIAL CONTRACTS (QFC'SI - PART 371 
10 .. 'l Job Aid: E_~cel Te111plate Table A I & Table A2 

Table Ai - Position-Level Data 
Order Field Name Field Type Field Description 

1a Position ID Text Unique position identifier. 

1b Position ID CUSIP Text CUSIP, if available. 

2 Portfolio Location Text Portfolio location 1dcnt1f1cr (to identify 
the headquarters or branch where the 
position is booked). 

3 Position Type Text Type of position (1nclud1ng the general 
nature of the reference asset or 
interest rate). 

4 Position Purpose Text Purpose of the pos1t1on {e.g. trading, 
hedging mortgage servicing, hedging 
certificates of deposit). If the purpose 
is hedging. include the general category 
of the item(s) hedged. 

5 Termination Date Date Termination date (date the pos1t1on 
terminates or is expected to tern1inate. 
expire. n1ature, or when final 
performance is required). 

6 Next Call, Put or Cancellation Date Date Next call. put, or cancellation date. 

7 Next Payment Date Date Next payment date. 

8 Current Market Value Currency Current market value of the position 
(as of the date of the file). 

9 Counterparty ID Text Unique counterparty ident1f1er. 

10 Position Amount Currency Notional or principal amount of the 
position (this 1s the notional amount. 
where applicable). 

11 Documentation Status Text Documentation status of the position 
(e.g. aff1rrned, conf1rrned or neither 
affirn1ed nor confirn1ed) 
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Table A2 - Counteryparty-Level Data 
Order Field Name Field Type Field Description 

1 Counterparty ID Text Unique counterparty identifier. 

2 Market Value - All Pos1t1ons Currency Current market value of all positions, 
as aggregated and, to the extent 
permitted under each applicable 
agreement, netted (as of the date of 
the file). If one or more positions 
cannot be netted against others. they 
should be n1aintained as separate 
entries. 

3 Market Value -All Institution Collateral Currency Current market value of all collateral, if 
any. that the institution has posted 
against all positions with each 
counterparty. 

4 Institution Collateral Type Text Type of collateral. if any. that the 
institution has posted against all 
positions with each counterparty. 

5 Market Value - All Counterparty Collateral Currency Current market value of all colla.tera.I. if 
any, that the counterparty has posted 
against all positions. 

6 Counterparty Collateral Type Text The type of collateral, 1f any. that the 
counterparty has posted against all 
positions. 

7 Institution Collateral - Net Currency lnst1tut1on's collateral excess or 
deficiency with respect to all of the 
institution's positions. as detern1ined 
under each applicable agreement 
including thresholds and haircuts 
where applica.ble. If a.II positions are 
not secured by the same collateral, 
separate entries should be n1aintained 
for each position or set of positions 
secured by the sa111e collateral. 

8 Counterparty Collateral - Net Currency Counterparty's collateral excess or 
deficiency with respect to all of the 
institution's positions 1Nith each 
counterpa.rty. c:is determined under 
each applicable agreement 1nclud1ng 
thresholds and haircuts where 
applicable. 

9 Institution Collateral - Net (Market Value) Currency lnst1tut1on's collateral excess or 
deficiency with respect to all of the 
pos1t1ons, based on the aggregate 
market value of the positions (after 
netting to the extent pern1itted under 
each applicable agreement) and the 
aggregate market value of all collateral 
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FDIC 12 CFR Part 371- Table A1 
Table A1- Open Position-Level Data 

1a 1b 2 3 4 5 6 7 8 9 10 11 
Next Call/ 

Put/ Next Current 
Position Position ID Portfolio Position Position Termination Cancellation Payment Market Counter Position Documentat 

ID CUSIP Location Type Purpose Date Date Date Value party ID Amount ion Status 

FDIC 12 CFR Part 371- Table A2 
Table A2 - Counterparty-Level Data 

1a 1b 2 3 4 5 6 7 8 9 10 11 
Next Call I 

Position Put/ Next Current Document 
Position ID Portfolio Position Position Terminatio Cancellation Payment Market Counter Position a ti on 

ID CUSIP Location Type Purpose n Date Date Date Value party ID Amount Status 
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Introduction 

Introduction The Bridge Bank Manual was developed to address the overall. resolution 
policies and general procedures related to the establishment and operation 
of a temporary open institution until the FDIC can effect a permanent 
resolution. 

A. Definition of a Bridge Bank and Conservatorship 

Bridge Bank In the Competitive Equality Banki.ng Act of 1987, Congress expanded the 
FDIC's power to resolve bank failures by granting bridge bank authority 
in Section .l2(n) of the Federal Deposit Insurance Act (FDI Act), 12 
U.S.C. § l82l(n). The bridge bank statute was subsequently <unended by 
the Housing and Economic Recovery Act of 2008 to extend to savings 
institutions. Thus, the FDIC, in its corporate capacity. may establish a 
bridge bank when any insured instituti.on fails and there .is inadequate time 
to market the franchise or for other circumstances. As the tenn implies, a 
bridge bank usually provides a temporary solution that gives the FDIC 
flex.ibility and time to evaluate a bank's s.ituation, stabilize the institution, 
determine the appropriate type of resolution to offer, and market the 
franchise. A bridge bank's charter is for two years with the possibility of 
three one-year extensions. 

It should be noted that a receivership is established at failure and coexists 
with a bridge bank. Generally, those assets with substantially impaired 
values and some habilities remain with the receivership al.ong with 
uninsured deposits, and the receivership .is operated independently of the 
bridge bank. A bridge bank has the authorily to return certain assets to the 
receivership and vice versa. \Vhile the receivership is .independent of the 
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bridge bank, many activities are intertwined and a dose relationship must 
be maintained between the two. The bridge bank is generally cleared of 
impaired assets and Iiabi.lities in order to enhance the intrinsic value of the 
bridge bank franchise. 

Conservatorship 12 U.S.C. § 182Hc)(l) of the Federal Deposit Insurance Act allows the 
FDIC to be appointed as conservator of an institution. A 
conservatorship is similar to a bridge bank. The conservatorship is 
operated on an interim basis under direct FDIC supervision. It is 
generally limited to situations where more time is needed to permit the 
least costly resolution. Conservatorships were primarily used by the 
Resolution Trust Corporation. from 1989 to 1995, and then rarely by 
the FDIC thereafter. With the powers provided by the Housing an.d 
Economic Recovery Act of 2008, it is anti.c.ipated that instead of 
conservatorship, the FDIC will market Federal savings associations as 
bridge banks. 

Page 1-2 

NOTE: Due to the similarities between a bridged new national. bank. a 
Federal savings association, and a conscrvatorship, the term bridge 
bank will be used to describe all. 
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A. Decision to Create a Bridge Bank 

Why use a Bridge The decision to create a bridge bank must be based primarily on the 
Bank scenario that will result in the least costly resolution to the Deposit 

Insurance Fund. 

A bridge batik structure should be considered for: 

• Institutions with attractive franchises where it is bel.ieved a 
bridge bank will enhance value, . 

• Large compl.cx institutions (e.g. multi-bank holding companies) 
when little advance notice of their failure is available. 

• lnstitutions where failure would present a systemic risk concern .. 
• Institutions where additional marketing is warranted. 

The various factors to be considered in the cost analysis are detailed 
in the nexc section. At a minimum, FDIC staff should. consider the 
following advantages and disadvantages of a bridge bank structure 
before making a recommendation to the FDIC Board. 

Advantages: 

Bridge Bank Manual 

1. Allows the failed i.nsti.tution' s franchise to operate under 
FDIC control until the FDIC can assess the institution's 
condition and prepare it for sale. 

2. Allows prospective acquirers more time to assess the 
institution in a more stable environment in order to make a 
reasonable offer. 

3. Provides FDIC the flexibility for cons]dering 
alternative forms of resolution. 

4. Allows retention of the franchise value and lessens th.e 
disrupti.on to the local community. 

Page 2-1 
Revised: May, 2011 



Establishment of a Bridge Bank Chapter 2 

Disadvantages: 

l. fDIC involvement in the operation of the institution may. 
generate negative publicity. 

2. The actual cost of operating the institution may be greater, 
perhaps substantially greater. than originally estimated. 

3. FDIC invnlvernent may cause substantial shrinkage of the 
deposit base and reduce the institution's franchise value. 
However, the alternative wou]d li.kely be an immediate sale or 
payout in which any potential franchise value could be severely 
eroded or completely Lost. 

4. Potential acqui.rers may not have the option of acquiring the 
failing institution· s uninsured deposirs. 

B. Cost Analysis 

Page 2·2 

With the exception of a systemic ri.sk scenario, a bridge bank may not 
be initiated unless the FDIC is confident that it w1Jl result in the least 
costly resolution of the institution. This determination is based on a 
comparative financial analysis of the advantages and disadvantages of 
the various resolution structures and must be made before the bridge 
bank is chartered. The bridge bank analysis includes the cost of 
operating a bridge bank for what could be an extended period of time; 
and, shows the key areas where a bridge bank can reduce costs. This 
analysis will provide direction for the future bridge bank board and 
management. When the bridge bank is sold, the FDIC will select the 
transaction that maximizes the retw·n to the Deposit Insurance Fund. 

To determine the probable cost of a bridge bank, staff must, among 
other factors, consider: 

• 

• 

The premium expected from the sale of' the franchise after a 
bridge bank has been established versus an immediate sale. -
This calculation is usually based on the failed institution's core 
deposits) which consi.st of demand and savings accounts and time 
deposits. Consideration must be given to the negative effect a 
shrinking deposit base could have on lhe premium paid for 
deposits. Staff should consider the institution's franchise value, if 
any, and premiums from previous sales transactions, sales of 
branches, current market conditions, and any other mai;keting data 
that may be available when estimating a premium .. 
The estimated market value and relative attractiveness of the 
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failed institution's assets. - If time .is available, an Asset 
Valuation Review (AVR) would provide the most accurate value. 
However, if the AVR cannot be prepared, the Research Model 
should be used to determine the estimated market value of the 
failed .institution's non-loan assets; and, the Aggregated Asset 
Valuation Review process should be used to determine the value of 
the loans. An adjustment to the market value may be necessary to 
account for the assets so.Id with the franchise rather than being 
liquidated. The reason for the adjuslment should be included in the 
Board case. 

• The estimated cost of operating the bridge bank. - The estimate 
should be based upon the failed institution's adjusted operating 
results. Staff should review and analyze the failed institution's 
operating statements for at least the previous year and determine 
what income and expense items will be incurred in the bridge bank 
that would not be incurred in a receivership. In addition, other 
expenses that will be .incurred during the bridge bank period should 
be accounted for in the estimated cost of operating the bridge bank 
including FDIC-incurred expenses .. 

• The treatment of uninsured depositors. - Uninsured deposits do 
not usually pass to the bridge bank but stay with the receivership. 
In some situations, such as a systemic risk failure, the uninsured 
deposits might be passed to the bridge bank. At final resolution, 
all deposits .in the bridge bank will be marketed .. 

• The amount of uninsured deposit~. - Claims staff wi11 
attempt to determine the uninsured estimate. 

• The secured and prefer1·ed liabilities. - Staff will attempt to 
provide a current secured and preferred liabilities schedule before 
the bridge bank i.s established .. 

• The premium expected if tbe institution can be sold at the time 
of failure without a bridge bank structure. - This calculation ls 
based on che failed institution's core deposits, branch network, and 
the amount of time availabl.e for marketing the institution. Staff 
should consider the institution· s franchise value, if any, and 
current mai;kct conditions when estimating a premium .. 

C. The FDIC Board Case 

l. The Board Case recommending and substantiating a bridge bank 
should .include: 

a. A cost airnlysis showing that the estimated cost of operation is 
the least costly of all possible alternatives of resolving the 
failing or failed institutions(s). Include an analysis of the 
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assumptions used in the least cost analysis. 
b. Treatment of the uninsured depositors upon establishment of the 

bridge bank. 
c. Treatment of the uninsured depositors upon disposition of the 

bridge bank. 
d. Recommendation. that the Director of DRR is delegated the 

authority to establish the bridge bank and appoint board members 
to operate the bridge bank. 

e. Recommendation for a CEO, a line of credit from the FDIC 
(if applicable), and any indemnifications. 

f.. Recommendation for other re-delegations of authority. 
g. Details of assets, asset types, and liabilities to be retained in the 

Receivership. 
h. Estimated timetable and strategy for resolution. 
I. Issues concerning the bank's holding company or affiliates. 

2. Attach the Board Case Resolution (prepared by the Legal Division}. 
3. Attach a copy of the proposed contract between the bridge bank and 

the CEO, if the CEO is not an FDIC employee. Contact the Legal 
Division and th.e Divis.ion of Administration for the most recent 
version of an applicable contract. 

4. Have the Legal Division prepare a Purchase and Assumption 
Agreement between the Receiver, the Corporation, and the bridge 
bank. 

6. Obtain a charter from the appropriate chartering authority for a 
bridge bank. 

The FDIC Board has broad authority to establish a bridge bank and to 
make decisions regarding its resolution. Usually, the FDIC Board will 
delegate to the Director of DRR, or designee. the authority to appoint and 
remove, as necessary, bridge bank board members to manage the 
institution; but, will retain the authority to effect the resolution of the 
institution and the sale of all or substantially all of its assets. Usually, the 
Director of DRR, or des.ignee, will be delegated the authority to provide 
guidance to the institution and to approve the selection of a CEO who 
will be given sufficient authori.ty to serve the banking needs of the local 
community, operate the institution conservatively, and take prudent steps 
co preserve its franchise value. 

The bridge hank's board of directors is composed of a CEO and senior 
FDIC personnel. The board will be responsible for reviewing and 
approving the business plan and other management repmts prepared by 
seni.or management of th.e bridge bank. The CEO will consult with the 
board concerning strategy, policies, and other significant issues. 
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. Bridge Bank Management 

A. Directors' Role in a Bridge Bank 

The bridge bank board of directors plays an essential role in the 
continuing operation of the failed institution in which FDIC has been 
appointed receiver and a bridge bank has been created. As a newly 
chartered national bank or Federal savings association, the board is 
responsible for overseeing the management of the institution's assets and 
liabilities that have been passed from the receiver to the bridge bank. 
This bridge bank board differs from other financial institution boards in 
that the board acts as a conduit between a failed institutio11 while also 
maintaining the franchise value of the bridge bank to be sold. 

B. Selection of Directors 

In the resolution portion of the FDIC' s Board case, the Director of DRR 
is usualty granted delegated authority to appoint members of the bridge 
bank board. The bridge bank board must be comprised of at least five 
directors, but no more than len. The optimal construction is between 
five and seven members. It is recommended that the directors come 
from inside the FDIC; and, might .indude a Regional Director, Division 
of Risk Management Supervision (ORMS). The directors should he 
familiar with industry-wide bank and lending operations and controls in 
a tightly regulated environment. The individual experience level should 
be reviewed based 011 the complexities of the institution they will 
oversee. 
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1. 

2. 

Advisory directors may supplement the active board of directors. 
These individuals provide information and advice, but do not have a 
vote on the board. The advisory directors may be composed of 
FDIC personnel, and on rare occasions, management personnel of 
the failed institution, along with outside professionals. Guidelines 
addressing the sel.ection of the hoard of directors are outlined below. 

In the resolution of thl! failing bank 
board case, permission is granted 
for DRR Senior Management to 
appoint an interim board of 
directors, consisting of DRR staff 
members and others inside the 
FDIC 
As soon as practicable. DRR. 
under delegated authority, appoints 
a new board of five to seven, but 
no more than ten, directors. 
Typically, the board will be 
composed of FDIC personnel 
along with. the newly appointed 
CEO. 

• Once the interim board of directors 
is appointed, the board is abl.e to 
manage and administer the affairs 
of the bridge bank. 

• The composition of the board will 
depend upon the size of the 
institution. The selection of the 
directors will depend upon the size 
and complexity of the institution. 

C. Agenda - Board of Directors, Meetings 

Page 3-2 

Immediately following the appointment of a bridge bank board of 
directors (the "board"), it will be necessary to establish procedures to be 
followed for all board meetings. The new board should quickly put in 
place a standard agenda, which can be modified as needed to fit the 
specific needs of the bridge bank. The board should meet ac least once 
weekly and be available for emergency or ad hoc meetings, especially in 
the early days of the bridge bank. At a minimum the board should (l) 
establish a fom1al agenda for its meetings, (2) appoint a recording 
secretary, and (3) ensure that prior board meeting minutes are reviewed at 
each successive meeting before going on to new business. 

It is imperative that board minutes be recorded and maintained during 
the life of che bridge bank, just as it is for an open insured depository 
institution. Some degree of momentum a11d direction will be lost by not 
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having organized board meetings, complete with a formal agenda, and 
an active recording secretary to record and archive the minutes as a 
historical record for successive board meetings. 

The agenda for the first board meeting of a new bridge bank should 

include: 

• Discussion of the bridge bank's Strategic Business Pl.an 
(the road map) and timeline 

• Critique from the Examiner ln Charge (EIC) review of the last 
examinati.on with the Bridge Bank Team (BBT) personnel 

• Review of proposed po.licies and procedures 
• Recommendation and issuance of Delegations of Authority 
• Discussion of operations and lending issues 
• Review of financial reports as dictated by the operations of the 

bridge bank 
• Review and recommendations for personnel and staffing 
• Brief discussion of l.argest problem loans and assets* 
• Lessons Learned applicable to this bridge bank 

*It is not essential that problem loans be discussed at the first board 
meeting; however, it may be advisable depending on the severity and 
extent of potential loan losses and legal ramificati.ons. 

Once the bridge bank .is operating. it is suggested that the agenda be 

modified for successive meetings under the following general guidelines: 

• Review and approval of prior board meeting minutes 
• Analysis of implementation of new operating and lending policies 
• Review of prior week's operating and financial results 
• An in-depth review of problem loans and assets by the post 

dosing Manager 
• Discussion of new business 
• Miscellaneous . 

D. Selection of a CEO 

In the resolution portion of the failing bank's board case, authority is 
usually delegated to the Director of DRR to seJect a Chief Executive 
Officer (CEO) of the bridge bank. The search process for an individual 
to serve as the CEO should be coordinated with The Division of Risk 
Management Supervisi.on (DRMS). DRMS Reg.ional Managers are good 
sources for providing potential candidates for the CEO position. It is 
recommended that a nominating committee be established to conduct the 
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search and interview process of these candidates. The criteria for the 
CEO should include, but not be limit.ed to, technical competence, 
experience in the banking industry, communication sklHs, and investment 
knowledge. Prior to recommendation of a CEO, the committee must 
evaluate compensation for the individual. Compensation should be 
comparabl.e to an institution of similar size and complexity, as well as the 
experti.se and experi.ence of the individual. 

The following guidelines are used to select the CEO. 

1. DRR management obtains a list of 
po ten ti.al candidates from DRMS. 

• DRR staff should consult with 
DRMS to obtain the most recent 
.information regarding the status and 

---------------------------------------------------------- -------~-':'.~l~-~!!~~-~j~~-~!!.~i~-~~~~~-------------------
2. A preliminary review of the 

resumes is perfom1ed by DRR. 
• Candidares should have experience 

in managing financial institutions 
similar in size to the bridge bank. 
Candidares should also possess 
familiarity with the bridge bank's 

---------------------------------------------------------------------------------------------------------------------- _____________ J?ti!~~!Y..~.!:1:~:~~~~:?.J!~!~~: _____________________________________________ _ 
3. Background checks on the selected The background check should include: 

candidate are conducted, using • A broad background check to 
resources of the FDIC and other capture any civil and criminal 
Federal agenc.ies. referrals or indictments of which the 
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FDIC is aware and any enforcement 
actions brought by the FDIC. 

• A DRMS Washington and Region.al 
file search. If the prospective 
candidate has worked for an FDIC
.insured institution, DRMS will 
perform a review of that 
institution's examination reports 
and/or coordinate with other 
regulatory agencies to request a 
similar review of their files. 

• A National Credit Union 
Administration (NCUA} file search. 
If the candidate has worked for a 
credit union, the NCUA should 
provide a review of those personnel 
records. 

• A Professional Liabilities/Claims 
database search .in coordination with 
the Legal Division's Professional 
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4. Determine the amount of 
compensation t.o offer the 
candidate. 

5. DRR staff may recommend the 
installation of the selected 
candidate as CEO of the bridge 
bank. 

6. Following approval of the CEO by 
DRR Management, the bridge bank 
board of directors appoints the new 
CEO; and the new CEO 
immedia.tely assumes the duties of 
the office. 
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Liabilities and Claims section. 

• Compensation should be based 
upon the size of the bridge bank and 
the complexity of .its operations. In 
addition to a salary. the candidate 
may be reimbursed for reasonabl.e 
Jiving and travel expenses s.ince 
most CEOs will need to relocate 
lemporarily. 

• Benefits should be discussed with 
the candidate. 

• All relevant background checks 
should be completed by this time. 

• The CEO is approved at the first 
bridge bank board of directors 
meeting .imrncdiatc.l.y after the 
bank's failure. 
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A. Revjew of Bridge Bank Policies 

Review of all 
Loan Products 

Delegations of 
Authority for 
Bank Personnel 

DRR personnel should immediately interview failed bank personnel 
for an understanding of the foiled institution's loan products, and to 
determine lhe feasibility of continuing with those loan programs. 
Discussions with the EIC of the Last exam arc encouraged in order to 
ensure that problem loan programs have been clearly identified and 
either modified or discontinued completely. 

Changes to the loan programs may be necessary to bring the 
lending practices into compliance wHh current hank regulatory 
guidelines; and, to enhance the value of the bridge bank while it 
is being marketed. Consideration should be given to focusing 
.loan programs to service the institution's local communily and lo 
honor existing commitments that would not create further losses. 

After a thorough review of the lending and operations departments, 
and upon recommendation of the FDIC staff, it may be necessary for 
the board to reduce, or completely revoke, the lending authority of 
certain officers of the bank. It is further advisable to re-evaluate any 
personnel who have been identified as having conu·ibuted to the 
failure of the institution. This information would normally be 
available through the primary regulatory agency, the EIC of the most 
recent exam. and DRMS examiners assigned to the case. DRR 
Investigations should also be consulted. As mentioned above, it is 
recommended that the foiled institution's primary regulator 
(particularly the EiC) and DRMS examiners meet with the BBT, 
CEO, and board as soon as practical after resolution to discuss what 
issues contributed to failure, ongoing areas of concern, and any 
significant violations of lending policy that need to be corrected. 
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In the nonnal. course of events broad delegations of authority are 
granted by the fDlC Board of Directors to the Dirccror of ORR who 
in turn re-delegates much of his authority lo the newly formed board. 
The board, in turn, re~delegates much of its authority to the CEO. 
Separate delegations of authori.ty are also re-delegated by the 
Director of DRR to the Receiver in Charge (RIC) who manages the 
receivership apart from the bridge bank. 

The receivership and bridge bank are l.egally separate entities with 
different roles and objectives. While many activities will overlap, 
different policies and guidelines are to be followed for each entity. 

lt is important to remember that upon termination of the bridge bank, 
a receivership will be created and any remaining assets or liabilities 
will be transfen-ed to that receivership, along with any premiums on 
the sale of the bridge bank. Pursuant to the purchase and assumption 
agreement from the first receivership to the bridge bank any assets 
and liabilities remaining in the second receivership are transferred to 
the initial rece.ivership. The pLLrpose of the bridge hank receivership 
is to ensure that any liabiJiti.es arising during the operation of the 
bridge bank stay in the second receivership and a.re not transferred to 
any acquirer. Refer to the Bridge Bank Resolution Chart, Appendix 
A to this manual. 

Generally, someone outside the FDIC should be hired as CEO to run 
the bridge bank. An outside CEO offers credibility wilhin the 
community served by the bridge bank; and, helps maintain it as a 
viable entity. When given sufficient authority to act, an outside CEO 
will help the bridge bank serve the banking needs of the local. 
communi.ty, operate in a conservative manner. and take prudent steps 
to preserve its franchise value. Ct is the BBT and board's 
responsibility to create a road map for the bank to follow. The CEO 
has the responsibility of implementing board policy, and managing 
the bank under the.ir direction. The road map must dearly spell out 
management assignments and responsibilities, identify core business 
lines, and analyze exisling markets, deposit and loan products. It will 
also outline delegations of authority, detai.I how the br.idge bank i.s to 
be operated, initially identify assets to be sold or returned to !he 
receivership, and determine activities in which the bridge bank may 
engage. Establishmenl of dear delegations of authority is critical for 
the successful management and marketing of the bridge bank. It also 
serves to clarify legal boundaries between the receivership and the 
bridge bank. 

Open lines of communication must be maintained between 
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receivership and bridge bank personnel. It should be re-emphasized 
that the bridge bank was established for the purpose of preserving the 
franchise value of the institution, so that its sale will minjmi.ze losses 
to the Deposit Insurance Fund. As a result of the costs associated 
with establishing a bridge bank, caution must be exercised in 
managing the operation until it is sold. As overseers, FDIC staff must 
carefully review apphcable asset management and disposition 
policies, and avoid those that may be count.er-productive to the 
operation of an open institution. Unduly harsh restrictions on the 
bridge bank's board and management may have an unintended effect 
on the value of the franchise, an.d undermine the successful sale of the 
institution. ORR oversight personnel must remain cognizant of the 
inherent differences .in liquidating failed institution assets versus 
managing and operating an open institution. 

The failed institution's existing policies, procedures, and practices 
should serve as the foundation for the bridge bank's operations and 
may be modified as needed, or as is practical, to reflect an improved 
condition. 

The primary objective of a bridge bank operation is to maximize value 
and to minimize the cost of holding the institution. DRR staff should 
review existing institution poli.cy to determine what polides and 
procedures worked well in the past as well as those that did not, and 
make appropriate recommendations. Institutional lending policies 
that do not directly conflict with FDIC policy, and are in compl.iance 
with regulatory guidelines, may be continued. For example, if the 
bank's underwriting guidelines and loan programs were profitable and 
in compliance wilh applicable banking and consumer protection laws, 
there is no reason these programs cannot be maintained unless there 
are legally compelling reasons nOl to continue them. Unacceptable 
lending and operations policies should be di.sconcinucd. In the event 
there are no dear lending and operations guidelines, new ones should 
be adopted by the bridge bank board. In addition to those pnlicies 
already in place, new policies, procedures, and delegations of 
authority muse be established by the bridge bank board which will 
remain in effect during the short life of the bridge bank. 

Bridge bank policies should include procedures for documenting 
business dcci.sions and these procedures should be di.stri.buted to 
bridge bank management and FDIC personnel working with the 
bank. Newly established policies and other applicable FDIC policies 
and procedures will provide operational guidance to bridge bank 
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management in exercising prudence in the management of assets, 
mitigating ri.sk, reducing and/or eliminating any existing liabilities 
not left with the receivership, and in determining the disposition of 
contracts and .leases. Exceptions to general FDIC policy may come 
up and should be handled on a case-by-case basi.s. 

For Example: DRR asset sale policies nonnally require that loan 
and ORE portfolios arc marketed to the largest possible audience (the 
open market} with the intended effect of maximizing returns but with 
limited represemations and warranties to .limit post sale risk. A failed 
institution, on the other hand, may have had a much more limited 
audience for its loan sales that were profitable with broad 
representations and warranties and generated premiums. Upon 
analysis, with advice from the Legal Divi.sion, it may be advisable to 
continue the failed institution's sales pollcies in lieu of DRR asset 
sales policies because the yields are apt to be higher and, therefore, 
the franchise value may be greater. It may also be advisable lo use a 
combination of D RR and institutional sales guidelines. One of the 
major goals of the bridge bank is to become profitable, if it has not 
been, or to reduce losses jn order to maximize revenues. An 
institution having both attractive loan and deposit products, and an 
efficient and well-managed "back room" operation, will be more 
attractive to potential acquirers than one lhat does not. Any potential 
for profitabil.ity will enhance the bridge bank's market value. 

In general, the following FDIC policies should be considered in 
formulating bridge bank policies so long as they do not interfere with 
or detract from the operation of the ongoing institution. In as much 
as the bridge bank and the receivership arc two distinct legal entities, 
some of the policies may not apply to both entities. The following 
list is not all inclusive, but serves as a staiting point for managing and 
marketing a bridge bank: 

• 
• 

• 
• 
• 

• 
• 

A.sset Resolution Manual 
ORR Directives, as they might apply to an open institution 
(i.e. bridge bank or conservatorship). 
DOF Business Events Documentation Guide . 
Environmental Guideli1les ,'41anual 
RAB 2003-2 Bridge Bank/Closed Institution . 
Conservatorship Accounting .. 
FPO Accounting A'1anual 
Resolution .~!anual 
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ORR Direc1ives DRR directives <u-e available through the internal FDlC web site. 
Bridge bank management must be aware of directives that apply to 
their operation. Many DRR directives deal. with the liquidation of 
failed institution assets rather than the operation of an open institution. 
When it is unclear whether specific directives should be followed, 
FDIC management and Legal Divis.ion staff should be consu.lted for 
guidance. Also, the bridge bank may want to adopt certain policies 
contained within these directives for use in their operation. 
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A. Mission Statement 

The role of the bridge bank's CEO and board is to facilitate the 
objectives of the FDIC's bridge bank program by accomplishing the 
following: 

• Establish management control and oversight of the institution 
following FDIC approved guidelines an.d delegations of 
authori.ty. 

• Promote confidence of customers and employees and 
maintain customer service. 

• Evaluate the institution.' s condition, identify losses, and.. 
recommend the most viable alternatives for cost effective 
resoluti.on. 

• Approve a Strategic Busi.ness Plan that establishes goals and . 
objectives for the management of the institution up until final 
resoluti.on. 

• En.sure that the institution is operated in a safe and sound manner by: 
- Minimizing operating losses 
- Limiting growth 

Eliminating any speculative activities 
- Terminating ::my waste. fraud, and jnsider abuse 

• Take all necessary actions to provide for the smooth transition of 
assets and operations once final resolution occurs. 

B. Operating Goals and Policies 

Page 5·2 

The primary goals of the bridge bank are to stabilize the operations of the 
financial institution; stem and/or eliminate losses; develop operating plans 
and strategies consistent with a cost-effective approach to managing the 
institution's problems; and, .limit the growth of the instituti.on. With the 
exception of implementing those policy changes requiring immediate 
attenri.on, other changes in existing poli.cies should not be implemented 
until che FDlC's BBT, in coordination with the CEO, has completed a 
review of the institution's operating policies and prepared a written 
Strategic Business Plan that identifies those areas in need of change. 
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C. Operational Issues 

D. Staffing 

With the establishment of a bridge bank there are a number of issues that 
must be addressed pertaining to the operation of both the bridge bank and 
receivership. The pdmary areas discussed jn this chapter are as follows: 

• Slaffing 

• Communications .. 
• Strategic Business Plan 
• Policy Requirements . 
• Accounting Issues 
• Reporting Requirements 

The issue of staffing will be an immediate concern to everyone affected by 
the closing. Beyond the identification and assignment of FDIC personnel 
on the closing team, there will be other areas requiring immediate attention 
as follows: 

• Bank Personnel 
• FDIC Personnel 

-· Bridge Bank Team (BBT) 
- Receivership Team (RT) 

• Establishment of a board of directors for the bridge bank 
• Consultants 
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As in every financial institution failure, the existing employee staff 
has an immediate and, ]n most cases, a justified concern pertaining to 
the continuation of health benefits, life insurance, salary, severance 
benefits, job security, and other associated issues. To encourage 
positive employee relations at intervention and maintain them during 
the management of lhe bridge bank, information on these matters 
must be communicated in a timely, consistent, and responsive 
manner. 

It is very important to be realistic and truthful in statements made 
concerning the future of the institution and its employees. To ensure 
clear and cons.istcnt communications, information should be 
presented in the following fonnats: 

• Speech -A general employee information speech should be 
prepared by the Receiver In Charge/Closing Manager 
(RIC/CM). Thi.s speech is intended for oral. delivery at all 
office locations after the primary regulator appoints the FDIC 
as Receiver. 

• Benefit~ - Benefits should prepare a clear and consistent 
message to employees regarding the status of their 
retirement/pension, health insurance, and other related benefit 
pl.an and employment agreements. 

In a bridge bank environment, we must ensure that all traditional 
bank products and services are performed in an orderly and 
efficient manner. Therefore, the retention of bank personnel 
becomes an important issue. lmmediai:ely following the failure, it 
will be mostly business as usual until the BBT has been organized 
and provided time to perform a review of the current bank 
policy/procedures that pertain to the products and services the 
institution provided. 

The identification and assignment of key FDIC personnel to the 
respective Bridge Bank and Receivership Teams is another important 
factor. To the extent possible, il might prove advantageous to select 
personnel from the closing team to perform specific duties for either the 
BBTorRT. 
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Another important staffing issue is the identification and selection of the 
board members for the new bridge bank. See Chapter 3 for guidance on 
selection of the board members. Until the board is in place it will be 
business as usual from an operational perspective for the bridge bank. It 
will be the responsibility of the BBT to make recommendations to the 
board in order that new policy and/or procedures can be .implemented. 

Another area of staffing that might be encoun.tered is whether the 
institution utilizes consultants to perfonn critical bank functions. If 
consultants are used, then it will be necessary for the BBT to determine 
the nature of those functions and how long the service will be required. 

E. Communications 

An extremely .important part of any financial institution failure is to 
establish effective lines of communication between an related parties 
during the early stages of the dosing. It should be anticipated that 
members from the closing team will also be assigned important duties for 
either the 'receivership' or 'bridge bank: or both. Throughout the 
existence of the bridge bank it will be necessary to establish and majmain 
multiple lines of communication on several fronts, for example: 

• Between BBT, CEO, rmd the Board of Directors 
• Between FDIC and Bunk Personnel 
• lnternal/Ex.temal Communication Systems Capabilities 
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Bridge Bank 
Team, CEO, and 
the Board of 
Directors 

Between FDIC 
and Bank 
Personnel 

Internal/External 
Communication 
Systems 
Capabilities 
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Immediately following the closing function, the BBT will be assembled 
and assigned the responsibility of performing a complete review of all 
the busi.ness products, services, polid.es, and procedures the institution 
has in place. The information will be gatfo~red and recommendations 
will be made to the board regarding appropriate changes. It then 
becomes the board's responsibili.ty to act on the recommendations; 
thus, providing direction to the BBT. The first few weeks after the 
closing wil.l be a critical time for the BBT and the board. Dming that 
time, they will be making decisions that will have a lasting impact on 
the bridge bank throughout its existence. It is suggested that for the 
first thirty (30) days after the closing, there will be a need to hold 
frequent meetings, possibly on a weekly basis. After all reviews have 
been completed and recommendations acted upon, the need to hold 
frequent board meetings will be reduced; but there still will be a 11eed 
to hold board meetings throughout the existence of the bridge bank. 

Th.e success of the transition from a failed institution to a bridge bank 
will be enhanced wi.th a positive and beneficial dialog between the 
FDIC staff and bank personnel. It is important that RT and BBT 
personnel have a clear understanding of who is responsible for 
completing specific duties, maintaining the separation of the 
receivership and the bridge bank, and tmderstm1ding the flow of work. 
lt is also necessary to ad vise bank personnel when changes are made 
and how it will impact their current responsibilities. It must be 
understood that until the board implements new policies and/or 
procedures that the bank staff should perform their duties as they have 
.in the past. 

Depending on the complexity of services offered and number of 
locations that existed, a very extensive and intricate network may be 
required. It .is very import~mt that BBT and RT personnel have a sound 
understanding of the capabilities of the network and associated 
systcm(s) and how bank personnel utilize them. In this environment, it 
is important that the lines of communication are not interrupted until. 
they are no longer needed. ff systems are removed, then BBT 
personnel must provide other means to establ.ish effective lines of 
communication and then advi.se affected bank personnel. 
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F .. Strategic Business Plan 

Establish Goals 
and Objectives 

A Strategic Business Plan (the "Plan") should be developed to 
establish goals and o~jectives whi.le the bridge bank is in operati.on. 
The Plan should be developed by the BBT, .in coordination with the 
CEO, and should provide the board of d.irectors the assessment of and 
recommendations for the institution. Th.e EIC, or designee, can. be a 
beneficial resource in developing the Plan. The Plan should consider: 

• Were any formal actions implemented, i.e., Cease & Desist 
Orders, Memo of Understanding, etc.? 

• Were any recommendations made that were not implemented? 
• What ls the quality of the policies and procedures that are in 

place?. 
• Are there any personnel .issues that need to be addressed? 
• Are there any loan and/or deposit products or services that 

should be discontinued?. 
• Are there any affiliates or related companies? 
• Were the most recent external audit recommendations, if any, 

implemented? 

The BBT should consider specific actions address.ing the following 
areas when preparing the Plan: 

• Description, Evaluation, and Recommendations - A 
narrati.ve description and evaluation of the instituti.on and 
recommended spedfic action.s for future operations .. 

• Operational Issues - A detailed strategy to implement the 
goals and objecti.ves of the BBT. 

• Integrated Marketing Plan - Strategies for marketing and 
disposing of assets consistent with the Asset Marketing's 
marketing plan. 

• Strategic Operating Budget - An operating budget that 
reflects the goals and objectives established in the Plan. 
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The Plan should provide a narrative description of the institution, 
an evaluation of its operations, and a series of recommendations 
for general operating strategies. The fol.lowing e.lements may be 
discussed: 

• The last examination report. 

• A dest-'Tiption of the branch network .. 
• A description of the problems identified during the 

examination. 
• A brief description of all subsidiaries. 
• A description of the institution's loan servicing, data processing 

systems. c:md software. Identify which functions are perfonned 
in-house and by outside servicers. 

• A description of any known material operational 
deficiencies and weaknesses found in the books and 
records, internal controls, EDP systems, etc .. 

• An identification of time sensitive issues that must be 
addressed within a certain time period. For example, this may 
include the repudiation of collateraHzed mortgage obligations 
and possibly open loan funding commitments or correction of 
adjustable rate mortgages, 

• An identification of the recommended goals and 
objectives to be pursued for the institution .. 
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Operational Issues The Plan provides a detailed strategy to accomplish the goals and 
objectives of the BBT's recommendations. The Plan should outline 
the assumptions for operations during lhe existence of the bridge 
bank. 

Integrated 
Marketing Plan 

While developing the Plan, the BBT must consider actions that 
reduce operating l.osses and exposure to interest rate risk. The Plan 
must address the following operational issues: 

• A staffing analysis that includes a current organizational chart 
indicating the names and ti.ti.es of officers, department heads, 
and supervisors wi.th applicable salary and bonus information. 

• A reduction of brokered deposits, FHLB advances, and other 
borrowings. The Plan should specifically address the funding 
sources used and identify when each of the referenced liabilities 
will be eliminated. 

• Liquidity maintenance (funding sources). 
• Management and reduction of contingent liabHities (legal 

claims, letters of credit, lines of credit, etc.). 
• Contract administration which would include a listing of 

contracts, leases, maintenance agreements, or insurance policies 
that have more than a negligible impact on expenses. 

• Description of current or pending litigation. 

The Plan should describe stmtegies for marketing and disposing of 
assets in a manner that expedites sales, and prepares the bridge bank 
for eventual sale and/or resolution. The interaction between the RT 
and BBT throughout .implementation of the Plan will ensure timely 
asset di.sposition. The Plan should address each of the following 
areas: 

• Djsposition su-ategi.es for each asset type .. 
• Steps required to prepare the assets for sale. 
• Timeline with project completion dates. 
• Personnel assigned to complete the tasks. 
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Strategic Operating 
Budget 

Under the Delegations of Authority, granted by the board, the CEO 
has authority to expend funds through an approved budget. The BBT, 
in coordination with the CEO~ should prepare a budget for the 
anticipated length of time the bridge bank will be in existence. The 
budget should .include a projected balance sheet, income and expense 
statements, cash flow statement, and a listing of assumptions used for 
preparation. These assumptions should correlate to the goals and 
recommendations set forth in the Pl.an. The BBT should compute the 
following ratios: 

• Real Estate Owned as a percent of assets 
• Non-performing loans as a percent of total loans 
• Non-earning assets as a percent of earning assets 
• Cost of funds (including borrowings). 
• Operating loss as a percent of assets 

This information will be used to track trends in the institution. Factors 
that may lead to distorted ratios must be foo1no1ed. 

G. Policy Requirements 
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The presentation of the Plan to the board by the BBT begins the 
process whereby new policies and procedures can be imp.lemented 
with the board's approval. To the extent possible, the current 
policies and procedures of the failed institution should be 
maintained. This measure will help ensure a smooth transition to the 
bridge bank environment. 

Should it be necessary to change, modify, and/or develop new policies 
and procedures guidelines, then recommended changes should be 
identified in the Plan. The BBT should consider the impact of the 
recommended pol.icy and/or procedural changes to affected personnel. 

In conjunction with the approval of the Plan, the CEO and BBT 
should be developing specific operating objectives. These objectives 
will identify tasks to be completed, projected completion dates, and 
assigned FDIC personnel responsible for completing the tasks. 
Prioritization of these objectives .is dependent on the conditi.on of the 
institution's operations. 
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Ongoing assessments should be made for these areas: 

• Loss Determination - Realistic market values and asset 
disposition alt.ernatives should be developed for all Joan and 
non-loan assets. Assets that are specifically excluded from any 
marketing efforts should he transferred to the Receivership for 
disposition. 

• Deposit Review - Jn determining the deposit strategy. 
consideration needs to be given to funding needs, asset 
restructuring goals, and avoidance of excessive rate 
competition. The amount of funds not insured is also required 
because it is essential in assessing the value of competing bids 
and the cost of resolution .. 

• Insider Relationships and Abusive Transactions - All insider 
transactions, including Joan commitments, must be carefully 
reviewed. Any questionable or abusive arrangements should be 
terminated as soon as kgally possible. Insider compensation. 
benefits) service contracts, and "parachute" arrangements 
should be reviewed, adjusted, or terminated, as appropriate, to 
avoid an appearance of impropriety. 

• Downsizing - A major consideration for the bridge bank is the 
proper management and orderly downsizing or disposition of 
assets. Listed below are areas that should continually be 
reviewed:. 

- Reduction of non-perf onning assets - Attempts should 
be made to reach acceptable work out agreements. 

- Branch Consolidation - The closing of unprofitable or 
redundant branches is advisable, if the bri.dge bank is 
expected to operate for a longer period of time. The 
Community Reinvestment Act and area demographics 
must be considered in developing such plans. Regu.latory 
requirements regarding notification or approval should be 
ascertained prior to any action. 

- Securities Portfolio - Special attention should be given to 
identification of securities that pose significant interest rate 
or credit risk. Reducing such risks should be made part of 
the operational pl.ans for liquidity and fonding. 
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• Asset :Management - The post-closing Manager's team are 
members of both the RT and BBT. As such, the team must be 
cognizant of the different requirements for each entity. The post
c.losing Manager· steam will assume management responsibllity 
for: 

·- The assets retained by the FDIC Receivership. 

··· The asset management services for the assets retained by the 
bridge bank in cooperation. with the bridge bank's CEO and 
management. 

- Developing, in concert with the bridge bank's 
employees/officers, a plan of execution including; goals, 
timelines, stratification of book values, asset counts, and staff 
assignments for the priority areas identified by ORR. 

- In the event that the bridge bank was formerly a banker's 
bank, procedures must be developed, in concert with the 
FDIC Financial Manager, for the handllng of the daily cash 
management and/or Federal funding activities of both the 
upstream and downstream correspondent banking clients. 

• Subsidiaries - Many larger institutions (and even some smaller 
ones) have subsidiaries which arc legally separate and distinct 
from the parent. Subs.idiari.es muse be treated differently from 
other types of assets because of their corporate structure. A 
thorough evaluation of the subsidiary assets, and real and 
contingent liabilities must be LLndertaken at the earliest poss.ible 
date. Assuming the bridge bank is the sole owner of the 
subsidiary, it is genera.Uy advisable to require the resignation or 
terminate the existing officers and directors of the subsidiary. A 
new subsidiary board must be installed by bridge bank 
management - under the auspices of DRR - in a special 
shareholders' meeting. The new subsidiary board will then 
appoint new officers for the subsidiary. A decision must then be 
made whether to hold, sell, merge, dissolve, abandon, or 
bankrupt the subsidiary. Failure to respect the corporate 
formalities of a subsidiary could make the assets of the parent 
bridge bank available to the subsidiary's creditors. Subsidiary 
Management, Accounting and the Legal Division should be 
consulted in every aspect of the decision making process 
surrounding a subsidiary. If the failed institution was 
providing financing to the subsidiary, bridge bank management 
will need to assess whether thi.s funding shou.ld continue. 
keeping in mind that a decision to discontinue funding will 
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likely have a negative impact on th.e profitability and value of 
the subsidiary. Day to day management of the subsidiary is the 
responsibility of the officers of the subsidiary, under the 
oversight of the subs.idiary board. Any decision regarding 
replacement of the subsidiary board, or the sale, merger, 
abandonment, or bankruptcy of the subs.idiary .rests with the 
bridge bank, as sole shareholder of the subsidi.ary. 

• Lending - All outstanding lending commitments should be 
reviewed with a hias toward cancellati.on LLnless bus.iness and 
legal considerations strongly indicate otherwise. 

• Funding - The bridge bank .is an operating institution and will 
have daily funding needs. The failed bank's cash flow 
projections will need to be analyzed and modified to .include 
estimated depos.it outflows. A rolling forecast will need to be 
updated daily to provide adequate notice to the FDIC 
(performed by Accounting Management - see Chapter 6, 
"Corporate Funding'·). The sources of funds in place at the time 
of closing of the failed bank will need to be reviewed to 
determine whether these sources arc the most cost effective. 
Whenever possible, this area should be reviewed with a goal of 
cutting costs. The ability to achieve cost reductions will depend 
largely on the ability to downs.ize. The payment of interest at or 
above local market rates on core deposits is to be avoided .. 

• Personnel - The bridge bank will assume or reject any 
employment, severance, consulting, or other compensation 
contracts within the time constraints of the Purchase and 
Assumption Agreement. Any of these contracts not assumed 
by the bridge bank will be terminated by the receivership. 

• Cost Containment - Operating expenses should be 
controlled by identifying expenses that are no longer 
necessarv . . 

• Consulting Agreements - A review of all agreements with 
firms consulting on various matters should be compl.eted to 
derermine wherher these agreemems are still necessary. If the 
cont:ract(s) are to be repudiated, the BBT should request such 
action be taken by the Receivership. 

• Contracting - It is likely that certain functions will be 
performed by contractors while the bridge bank is in existence. 
Contracts engaged within the confines of an existing contract 
crm be h~mdled through the process of bridge bank operati.ons. 

Bridge Bank Manual Page 5-13 
Revised: May, 2011 



Bridge Bank Operations Chapter 5 

The bridge bank is usually authorized to continue utilizing the 
procurement practices of the failed bank for a period up to six 
months after its formation to fulfill operating requirements. 
However, contracts that originate solely because of FDIC 
intervention must be handled through FDIC's contracting 
process. It is important that the CEO be provided the ability to 
enter into con.tractual agreements through appropriate 
delegations of authority. To the extent possible. service 
contracts should be in compliance with exi.sting FDIC contract 
policies and procedures. 

• Internal Audit - Consideration should be given to using the 
internal audit sraff to the fullest extent possible. This staff may 
provide a wealth of knowledge to the CEO and BBT regarding 
strengths and weaknesses within the organizati.on,. 

• Miscellaneous Asset/Liability/Operational Issues - The 
disposition of certain asset types can be handled equally 
wdl by a bridge bank or receivership. Certain loan 
products that become increasingl.y difficult to manage or 
dispose of and/or less valuable may be passed to the 
receivership. 

The BBT, when necessary, should seek the advice of the Legal Division before 
continuing, terminating, or repudiating any operational contract or agreement. Further, 
any .issue, re.lationship, or contract involving a holding company or affiliate should be 
brought to the attention of the RIC, Asset Manager, CEO, and Legal Division. 
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Bridge Bank Accounting 

A. Accounting Issues 

Proforma 

As in any financial institution failure, it will be necessary to perform a 
complete revi.ew of the instituti.on' s general ledger with the affected 
processing systems (i.e. loan, deposit, savings, certificate of deposit, 
etc). From an accounting perspective, the following steps must be 
completed: 

• Proforma 
• Separation between Bridge Bank and Receivership 
• Corporate Funding 
• Termination of Bridge Bank 

The proforma team confirms all general ledger accounts of the closed 
instituti.on to create a consolidated statement of condition for the failed 
bank as of bank failure date. All accounting information is based. on 
book values and is adjusred for unprocessed work, out-of-balance 
conditions, reversal of estimated Josses and, accruals and defemtls as 
necessary. 
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Once proforma has confirmed the failed bank's assets and 
liabi.lities, the ownership of the assets and liabilities will be split 
based on the Purchase and Assumption agreement executed 
between the receivership and the bridge bank. The bridge bank will 
serve as the assuming .institution. Proforma wil.l produce Proforma 
Financial Statements for the Receiver in Charge and the bridge 
bank executive management. It is important for the BBT and RT to 
work closely in reviewing the Proforma Statement of Condition to 
ensure that the accounts are properly segregated. Coordination wH:h 
BBT, RT, and Proforma Manager through the Proforma process 
should also help reduce potential problems in the .institution's final 
.resolution. Additionally. to avoid potential accmmting and 
repmting problems, all effected parties should meet before lhe 
bridge bank is formed. 

After all balance sheet accounts have been successfully split between 
the receivership and the bridge bank. each entity will account and 
report separately. The receivership will be accounted for under 
FDIC' s general ]edger, while the bridge bank will maintain its 
accounting records on the foiled bank's core banking platform. It 
should be noted that although the entiti.es account for the transactions 
separately. they share the same tax id number. The IRS views the 
bridge bank as a marketing vehide (a bifurcation of the original 
receivership) and not a separate legal entity. During th.e marketing of 
the bridge bank, there may be times when it is necessary to transfer 
certain assets and/or liabilities from the bridge bank to the 
receivership (or vice versa). When this occurs .. it is essential that the 
BBT and RT members closely coordinate with Accounting to 
properly account and fund the transaction. 

111e Liability Accounting Unit (LAU) may require funding from FDIC 
Corporate. To ensure adequate liquidity exi.sts while the bridge bank is 
.in existence, Accounting Management will provide a rolling cash 
forecast to LAU. LAU will communicate all requests for corporate 
advances to Accounting Management. Accounting Management will 
provide LAU a daily cash report showing the cash in flows and out 
flows. Accounting Management will be responsible for accounting 
for the cash flows between the Deposit lnsuran.ce Fund, the bridge 
bank, and the receivership. 
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When the bridge hank i.s tenninated, Accounting Management wi.11 
complete a second Proforma documenting what was sold from the 
bridge bank to the assuming institution and what assets and liabilities 
are being transferred back to the original receivership established 
when the bank failed. The orig1nal inception entries of the 
receivership will not be modified. Assets and liabiJities going back to 
the receivership will be treated similar to put backs. 
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Bridge Bank Reports 

A. Reporting Requirements 

Throughout the existence of a bridge bank, it will be necessary to 
generate a variety of reports. Since the bridge bank is an open financ.ial. 
institution. the reporting requirements are more extensive than they are 
for a receivership. Listed below arc the various categories for which 
repo11s will be generated: 

• FDIC Reporting Requirements: 
-· Closjng Reports 
- Financial Statements 
- Interim Servicing Reports 
- Asset Marketing Reports 
- Funding Reports . 

• Standard Bank Reports 
• Board of Director Reports 
• Special Request Reports 
• Regulatory Reports . 
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The closing team will perform a complete review of all asset and 
liability services/products the institution has historically provided to 
its customer base. and produce a standard set of Closing Reports. 
Financial Statements, Interim Servicing, and Asset Marketing 
Reports play an important role for the receivership and bridge bank 
during the final resolution process. Should it be necessary to borrow 
funds from FDIC in its Corporate capadty, then Funding Reports 
will he required. Listed below is a brief explanation of how these 
reports. are used and by whom. 

The Proforma Statements provide the ownership spli.t of assets and 
liabilities between the receivership and bridge bank based on the 
executed Purchase and Assumption Agreement. Interim Scrv.icing 
will work with Business Information Systems to segregate assets and 
liabilities of the receivership in a separate branch on each of the 
affected bank process.ing systems. Once this has been accomplished, 
then it will be possible to provide a complete set of Standard Bank 
Reports for each entity. 

Periodic standard financial statements for the bridge bank will be 
prepared for use by both the BBT and the board of directors (i.e. 
Balance Sheet, Income Statement, and Cash Flow Reports). 

\Vhereas the bridge bank is an open and ongoing financial institution) 
all collections will be accounted for within the bridge bank. Loans 
owned by the receivership will be interim serviced by the bridge 
bank and collections will be remitted on a regular basis to the 
receivership in compliance with established policies and procedures. 
All non-loan assets retained by the receivership will be converted to 
FDIC asset servicing systems. 
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Marketing reports will be necessary to facilitate the sale of assets 
regardless of the holder (bridge bank or receivership). Traditionally, 
all assets and liabilities identified for sale will be assigned to the 
bridge bank; therefore, it may not be necessary to generate marketing 
reports for the receivership unless assets are retained by or 
transferred to the receivership. 

Usually, at the rime the FDIC Board Case is being prepared to 
recommend a bridge bank structure, an operating line of credit is also 
recommended. Any increases in the maximum authorized amount 
must be approved by the FDIC Board. The FDIC Board, by 
resolution, delegates to the Director of DRR (or designee) authority to 
execute a Loan Agreement, a Note, other related documents and 
amendments, waivers, or modifications to them, approve or 
disapprove requests of the bri.dge bank for advances of funds~ demand 
repayment of the funds and, any other actions deemed necessary. 

The BBT and DRR Washington should closely monitor the advances 
t.o the bridge bank to ensure that the aggregate principal does not 
exceed the amount approved by the FDIC Board. Accounting 
Management i.s responsible for developing adequate repmts to 
reconcile and monitor cash flow between FDIC Corporate mid the 
bridge bank. If it becomes evident that an increase in the authorized 
amount is necessary, DRR must prepare an FDIC Board Case 
recommending that the line of credit be increased. As primary 
regulator of the bridge bank, the OCC must be kept infonned of any 
increase in the total principal amount of the operating funds. The 
correspondence for notifying the OCC will be prepared by the Legal 
Divis.ion .in Washington, D.C .. 

C. Standard Bank Reports 

It is imprntant that these reports are produced and disseminated from 
the ti me of bank failure. If it becomes necessary to modify, delete. or 
develop new reports, the process should be outlined in rhe Strategic 
Business PJan. After the segregation of the receivership and bridge 
bank assets/liabilities have been completed, two sets of reports will be 
generated. 

Bridge Bank Manual Page 7-3 
Revised: May, 2011 



Bridge Bank Reports Chapter 7 

D. Board of Director Reports 

With the establishment of a new board of directors for the bridge bank, it 
will be necessary to generate reports for theirrevi.ew. To the extent 
possible, it is recommended that the new board use the same reports that 
were produced for the failed .institution's board. If it becomes necessary 
to modify) delete, or develop new rep01is, this should also be outlined in 
the Strategic Business Plan. Ir will not be necessary to produce these 
reports for the Receivership. 

When corporate funding is required to ensure adequate liquidity, it is 
the respons.ibility of Accounting to prov]de a monthly status report to 
the board. 

E. Special Request Reports 

As in every financial institution there will be a need to create and 
disseminate specific ad-hoc reports for the bridge bank and receivership. 
These requests for infonnation may be made by the FDIC, the bridge 
bank's board of directors, its CEO, the BBT, or the RT. Each request for 
ad hoc reports should be handled expeditiously. 

F. Regulatory Reporting 

Page 7-4 

Wi.th the approval of a de-11ovo bank by the applicable Chartering 
Agency, it will be necessary for the BBT to ensure all reporting 
requirements are met, which includes the filing of quarterly Reports of 
Condition and Income. In addition, since the bridge bank will be 
providing basically the same services as the fa11ed bank, it will need to 
have in place the banking services that the Federal Reserve Bank was 
providing to the failed bank. The Federal Reserve Bank will request 
that the bridge bank execute a letter stating that it assumes and will be 
bound by the operating letters and scrvke contracts existing between the 
Federal Reserve Bank and the failed bank. 
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Marketing the Bridge Bank 

A. Preparing the Bridge Bank for Sale 

As part of the FD1c·s Strategic Resolution Plan for the bridge bank, a 
tentative time line should be developed to inc1ude preparation of the 
Information Package (IP) and A YR by Franchise Marketing. Included 
in the ti.me line is the marketing period, conducted on a secure web 
sit.e, the due diligence period, the bid due date, and the date of the 
FDIC Board meeting to approve the ultimate sal.c of the institution. A 
determination will have been made whether to hold the bridge bank 
short term (for less than nine months) or long term (for more than nine 
months). It is generally advisable to hold a bridge bank short term 
although 0th.er circumstances. such as a down market may warrant 
holding it longer. In any event, the majority of bridge banks will be 
held short term and sold as quickly as possible. 

One of the primary goals of the bridge bank is to restore stability, 
clean up problem assets, and improve the balance sheet in order to 
add value to the institution. The least cost requirement does not 
apply when a bridge bank is sold; however, the bridge bank should be 
resolved .in a manner that will minimize losses and maximize 
recoveries to the Deposit Insurance Fund (DIF). Consequently, the 
bridge bank should be managed with the ultimate sale of the 
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instituti.on in mind. Franchise Marketing will gather the necessary 
information to prepare the IP and A VR, solicit bidder interest, 
arrange for due diligence, and receive and analyze bids. The entire 
process js handled by the DRR Franchise and Asset Marketing 
Branch. 

Of major importance for management is to identify, evaluate, and work 
out troubled assets in the hope of passing as many assets as possible at 
resolution. At the same time it will be necessary to inventory and 
perhaps re-package performing loans and other assets to maximize 
returns. lt may be advisable, however, to package and sell assets as the 
failed instin:ition has done, especially if past sales have been profitable 
and successful. Some effort should be made to package loans so they 
can be sold at a premium over book value. For example, if the 
institution is a major originator of single family residential loans, it 
may be more profitable to cont]nue seHing to an established group of 
investors. DRR Asset Marketing and Washington Capital Markets will 
be directly involved in decisions surrounding loan sale initiatives. 
And, finally, after a thorough review of the bridge bank assets has been 
completed. it may he necessary to move some assets to the receivership 
for either legal or business reasons. 

As part of lhe emphasis on improving the bridge bank's balance sheet 
rmd asset-liability mix, core deposits should be maintained at existing 
levels but not at the risk of offering above market interest rates. 
Brokers, out-of-area, and high rate deposit products should be allowed 
to nm off which will help reduce the bridge bank's interest payables. 
Interest payable is a balance sheet item chat is usually the greatest 
single expense for a depository institution. Adve1tislng for new 
deposits should, for the most parL be discontinued. 

If the bridge bank is to be operated for a long period of time, an 
analysis of the branch network may make it feasible to spin off s.ingle 
branches or branch networks for sale to other instituti.ons. Such moves 
should be undertaken only after a thorough evaluation of the franchise 
to determine whether branches should be held, sold, or consolidated for 
reasons of profitability or redundancy. If the decision is made to sell or 
close a branch, it should be timed so as not to confuse buyers or in any 
way impede the sale of the bridge bank. 
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While Franchise Marketing will typically attempt to pass the bridge 
bank subsidiary(ies) lo the purchaser of the deposit franchise, it may be 
necessary to move some subsidiary(ics) to the receivership for either 
legal or business reasons. If a subsidiary appears to have value as a 
going concern, it should be managed in a manner intended to maintain 
or enhance this value. 0th.er subsidiary(ies) should be managed in 
accordance with established subs.idiary management policies and 
procedures. 

Back office operations constitute the most critical area requiring 
immediate attention. All books, records, and EDP systems must be 
reviewed and analyzed, and any problems corrected before the 
instituti.on .is sold. The EDP system, .in particular, plays a s.igniJicant 
ro.le .in the resolution process since it is the single most important 
operating system. Likewise, administrative expenses and overhead 
must be closely analyzed, and cuts implemented if deemed 
appropriate. Concun-ently, if retention of qualified and essential EDP 
or other personnel is a problem, bonuses and other incentives should 
be explored. The CEO may even hire EDP consultants, .if necessary, 
to assist in the review, the analysis and possibly even the operation of 
the EDP system. 

All current and contingent liabilities should be thoroughly assessed 
and problems, or issues, settled before the institution's resolution. 
Particular attention should be paid to letters of credit, unfunded loan 
commitments, environmental problems, employment agreements, 
securitizations, and trnst departments. It may be necessary to move 
some Ii.abilities of the bridge bank to the receivership for legal or 
business reasons. As with unattractive assets that prove difficult to 
work out, some liabilities - real or potential - may have to be moved 
out of the bridge bank in preparation for a sale. A "clcim" institution 
1s more valuable to the FDIC and, therefore, easier to market. 
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B. Structuring the Bridge Bank Sale 

Four major considerations will determine the sales structure and 
marketing strategy to be followed by Franchise and Asset Marketing, 
they are: (1) minimize loss and maximize recovery to the DIP. (2) the 
size of the institution, (3) the institution's asset-liability mix, and ( 4) 
the loan pool structures. 

Once the sales and marketing strategy has bel!n determined, there are 
four primary options to achieve a sale under current bridge bank 
statutes for "open" institutions: ( l) stock sale, {2) merger or 
consolidation, (3) purchase and assumption directly from the bridge 
bank, or (4) closing the bridge bank and entering .into a purchase and 
assumption agreement from the FDIC as receiver. Variations in 
marketing strategy can be developed, if necessary, for the bridge bank 
sale. Additional details can be found in the Resolution J1anual. 

C. Marketing the Bridge Bank 

The overall goal of marketin.g the institution .is to arrive at a strategy 
that encourages competition among potential acquirers and results in 
the resolution that minimizes loss and maximizes recovery to the 
DIF. 

The marketing process consists of: 

• Developing a Marketing Strategy 
• Preparing the Bid List 
• Preparing the IP and A VR 
• Creating a secure Web sile 
• Planning and Conducting Due Diligence 
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The bridge bank will terminate upon the earlier of one of the 
following events: (a) merger or consolidation with an approved 
depository institution; (b) at the election of the FDIC, the sale of a 
majority of the capital stock of the bridge bank; (c) sale of 80% of 
the capital stock of the bridge b~mk; ( d) assumption of liabilities 
and sale of assets (the purchase and assumption. agreement); (e) 
expiration of the statutory period allowed for bridge banks; or, (t) 
dissolution by the FDIC Board of Directors. lf the FDIC is 
successful in marketing the bridge bank, the transaction will 
generally take the form of a purchase and assumplion agreement 
with an approved FDIC~insurcd insti.mtjon. The actual process of 
resolving a bridge bank, from taking bids through closing, is 
essenti.al.ly the same as for any failing institution except as noted 
below. 

There are certain statutory provisions that require public 
notification when a bridge bank is terminated. Unlike a "nonnal" 
failing bank resolutjon, confidentiality at this stage is unnecessary 
since lhe FDIC has assumed ownership of the failed institution in 
the form of the bridge bank. In the normal course of events, the 
FDIC Board will issue a press re.lease detailing the termination 
and sale of the bridge bm1k. 

The procedw·es and time periods prescribed by the Bank Merger Act 
(administered by the rcgularory agencies or Federal Reserve Board 
depending on the nature of the acquiring institution} and of the Bank 
Holding Company Act (administered by the Federal Reserve Board) 
must be observed after the FDIC Board selects the winning bidder. 
All of this process i.s detailed more fully within each agency's 
published procedures. It should be emphasized that both the FDIC 
and the acquiring institution must comply with the time llnes and 
any other requirements set out by the applicable regulator. 
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After the bridge bank is chartered, the Asset Management Contract 
Repudiation Unit and FDIC Legal Division will make a complete 
review of the failed institution's contracts and leases. While the 
bridge bank is active, those contracts determined to be unnecessary, 
overJy burdensome, contrary to the FDIC's mission, or not cost 
effective should be referred for further handling and possible 
repudiation. Bridge bank management and its board will not 
repudiate any conu·act. The contracts and leases will be turned over 
to the receivership staff pursuant to the Purchase and Assumption 
Agreement for repudiation, usually after the bridge bank has been 
terminated. This procedure is particularly impo1tant when EDP 
software and hardware systems. equipment contracts, and property 
leases are jnvolvcd. 

Premature repudiation of contracls and leases could have an adverse 
impact on the successful sale and marketing of the bridge bank, or 
lead to legal ramifications that could have been avoided with proper 
handling. 

Premature repudiation is also likely co interrupt the ongoing 
operations, and impede the sale, of the bridge bank It is imperative 
that the Asset Management Contract Repudiation Unit. the bridge 
bank management team, and the Legal Division communicate 
clearly with each other and cooperate fully in the disposition of the 
failed institution's contracts and leases. 
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Bridge Bank Resolution Chart 

Bridge Bank Resolution 

Closed by Chartering Authority 
Assets and liabilities pass to the Receiver 

Closed by Chartering Authority 

Unsold 
assets and 
liabilities 
pass to 
Receiver 

Remaining 
assets and 
liabilities 
pass to 
initial 
Receivership 
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