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IDI Resolution Plans

FDIC Modifies Approach to Insured Depository Institution Resolution
Planning, Issues Updated FAQs on IDI Rule

SUMMARY

On April 18, 2025, the FDIC modified its approach to insured depository institution (“IDI”) resolution planning
by exempting IDIs from certain content requirements under its IDI resolution planning rule * for the upcoming
submission cycle and issuing an updated set of frequently asked questions describing the exemptions and
clarifying certain expectations.?

At a policy level, the FDIC'’s decision to waive the requirement under the IDI rule that IDIs with total assets
of $100 billion or more (“Group A CIDIs”) articulate a resolution strategy based on the formation and
operation by the FDIC of a bridge bank represents the rejection of a fundamental element of the IDI rule as
it was revised in 2024 under prior FDIC leadership. In announcing the waiver of the required bridge bank
assumption, Acting FDIC Chair Hill expressed the view that “[tjhe 2023 bank failures served as a reminder
of how costly and damaging a bridge bank solution can be.”® Under the reoriented approach announced,
the focus of the FDIC’s IDI resolution planning process will instead be “on the operational information most
relevant for the FDIC to (1) resolve a large bank through a weekend sale or (2) operate the institution for a
short period of time while rapidly marketing the institution.”

UPDATED FAQS

The key changes arising from the content requirement exemptions and the updated FAQs are summarized
in the bullet points that follow. As an additional resource, a comparison of the updated FAQs marked against
the prior set of FAQs published by the FDIC on December 17, 20245 is available here.

e Credibility Findings: The FDIC clarified that staff will not recommend adverse findings related to the
credibility of the IDI’s identified strategy. With respect to the information and analysis provided in the
IDI plan submission itself, the FDIC indicated that it will focus its review on the quality and thoroughness
of the submission, rather than on a comprehensive verification of capabilities or evaluation of
projections. The FDIC stated that a “submission that is responsive to each of the content requirements
would be unlikely to result in material weaknesses or significant findings.”
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o |dentified Strategy: In place of the requirement to identify a specific resolution strategy involving the
use of a bridge bank, the FDIC requests that Group A filers “describe the potential suitable resolution
strategy or strategies that reasonably could be executed by the FDIC.” Rather than a “lengthy narrative,”
the FDIC states it is seeking a description of “the key elements involved,” which “will provide an
opportunity under the rule for the FDIC and the CIDI to discuss possible resolution strategy options.”

e Failure Scenario: In connection with elimination of the requirement to adopt a specific identified
resolution strategy, the FDIC waived the requirement that Group A CIDIs specify a detailed failure
scenario to serve as a backdrop to that strategy.

e Franchise Components, Divestiture Options, and Material Asset Portfolios: Identification of
franchise components is now required for Group A CIDIs only. IDIs with total assets of at least $50
billion and less than $100 billion (“Group B CIDIs”) are exempted from the requirement to identify
franchise components, and from the franchise component-related elements of the content requirements
generally. The FDIC clarified that franchise components “should have a readily definable perimeter that
supports prompt marketing and closing on the sale.” The FDIC indicated that franchise components
should be currently separable, marketable in a timely matter and identified in their current state.

e Valuation: The FDIC waived the requirement that Group A CIDIs generate valuation estimates of the
IDI franchise under certain specified methodologies. Group A CIDIs remain obligated to provide a
qualitative description of the approaches the IDI would employ for determining the values of the
franchise components and the IDI franchise as a whole, including an explanation regarding why those
approaches are appropriate. The IDI may employ “the methodology best suited to the valuation being
conducted and the nature of the CIDI’s business.”

e Economic Effects of Resolution: The FDIC waived the requirement to discuss “mitigants” to certain
effects of its failure, out of recognition that this “could involve a speculative assessment of impacts on
and behavior of third parties.”

e Digital Services and Electronic Platforms: The FDIC clarified that, with respect to the requirement
that filers describe all digital services and electronic platforms offered to customers to support banking
transactions for retail or business customers, it is only expecting filers to describe “unique” digital
services and electronic platforms with “low substitutability that might result in customer loyalty.”

e |DI Assessment of the Full Resolution Submission: The FDIC clarified that the IDI rule does not
require IDIs to have a self-assessment or capabilities testing framework and only requires that full
resolution submissions subsequent to the initial full resolution submission describe the nature, extent,
and results of any contingency planning or similar exercise conducted by the IDI since the most recent
full resolution submission.

e Interim Supplement: The FDIC waived a number of content requirements applicable to interim
supplement submissions, including:

e Franchise Components. Identification of: (i) franchise components that are currently separable,
and are marketable in a timely manner in resolution; (ii) metrics that depict the size and significance
of each franchise component; and (iii) the senior management officials of the IDI who are primarily
responsible for overseeing the business activities underlying the franchise component.®

o Off-Balance-Sheet Exposures. Description of material off-balance-sheet exposures of the IDI.

e Payment, Clearing, and Settlement. Identification of key providers of payment, clearing, and
settlement services.

e Capital Structure; Funding Sources. ldentification of the composition of the liabilities of the IDI.

e Cross-Border Elements. Description of all components of the parent company’s and parent
company affiliates’ operations that are based or located outside the United States.

e Management Information Systems; Software Licenses; Intellectual Property. Detailed
inventory and description of key management information systems and applications.
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e Engagement: The FDIC clarified that it plans to provide at least three months’ advance notice before
conducting any formal engagement with an IDI (such as conference calls or in-person meetings)
directed at allowing the FDIC to gain additional context regarding the plan submission. The FDIC
indicated that it will provide the IDI with the scope of topics and related information requests prior to
conducting such engagement. The FDIC also expects to conduct engagement once with each triennial
filer per submission cycle, unless there are exigent circumstances.

e Capabilities Testing: The FDIC clarified that it will not conduct capabilities testing prior to 2026. For
the initial submission cycle by Group A CIDlIs, the FDIC stated that it will perform a horizontal test of
the capabilities of such IDIs “to establish and populate a virtual data room with information to support
the ability of the FDIC to market and execute a timely sale or disposition of the IDI franchise.”

e Changes Since Prior Submissions: The FDIC waived some of the requirements to report changes
since previous full resolution submissions.

e Non-Deposit Claims: With respect to all filers, the FDIC waived the requirement to identify the IDI's
systems and processes used to identify the unsecured creditors of the IDI that are not depositors, as
well as the unsecured creditors of each IDI subsidiary that is a material entity.

FUTURE ACTIONS

Although the actions by the FDIC have granted relief from some significant aspects of the IDI rule, the FDIC
did not alter the previously announced schedule of required submission dates.” This means that members
of Cohort 1 of the Group A CIDIs continue to be required to submit full resolution plans under the IDI rule
by July 1, 2025 and members of Cohort 1 of the Group B CIDIs continue to be required to submit
informational filings by October 1, 2025. Moreover, as a formal matter, the exemptions granted from various
content requirements under the IDI rule represent an exercise of the FDIC’s waiver authority® and by their
terms apply only to the “initial” cycle of IDI plan submissions, which is currently scheduled to run through
July 1, 2026. It remains to be seen whether these initial exemptive and interpretive actions by the FDIC will
be followed by a proposal to revise substantively the IDI rule itself. In the release that accompanied the
revised FAQs, the FDIC stated it “is continuing to evaluate other provisions in the IDI rule, and their
applicability to different cohorts of banks, and may issue additional FAQs at a later date.™

It also remains to be seen to what degree the FDIC’s substantive turn away from an emphasis on a bridge
bank resolution strategy for large IDIs will alter the joint Federal Reserve and FDIC approach toward
resolution plan submissions under section 165(d) of the Dodd-Frank Act. Conceptually consistent with the
IDI rule’s emphasis on a bridge bank strategy when it was revised during 2023 and 2024, the joint Federal
Reserve and FDIC guidance that was proposed and finalized concurrently with the IDI rule contains
elements that, with respect to Category Il and Ill filers that adopt a multiple point of entry resolution strategy,
appear focused on an assumed bridge bank approach to resolution of the IDI.10

Likewise, some aspects of the design and calibration — and possibly even the thesis — of the proposed long-
term debt rule issued in 2023 by the Federal Reserve, FDIC and OCC appeared to be premised on
enhancing the FDIC’s ability to employ the type of prolonged bridge bank strategy from which the current
FDIC leadership has now explicitly turned away with this release.!
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ABOUT SULLIVAN & CROMWELL LLP

Sullivan & Cromwell LLP is a global law firm that advises on major domestic and cross-border M&A, finance,
corporate and real estate transactions, significant litigation and corporate investigations, and complex
restructuring, regulatory, tax and estate planning matters. Founded in 1879, Sullivan & Cromwell LLP has
more than 900 lawyers on four continents, with four offices in the United States, including its headquarters
in New York, four offices in Europe, two in Australia and three in Asia.

CONTACTING SULLIVAN & CROMWELL LLP

This publication is provided by Sullivan & Cromwell LLP as a service to clients and colleagues. The
information contained in this publication should not be construed as legal advice. Questions regarding the
matters discussed in this publication may be directed to any of our lawyers or to any Sullivan & Cromwell
LLP lawyer with whom you have consulted in the past on similar matters. If you have not received this
publication directly from us, you may obtain a copy of any past or future publications by sending an e-mail
to SCPublications@sullcrom.com.

IDI Resolution Plans
May 2, 2025
4910-9971-2825 v.3


mailto:SCPublications@sullcrom.com

