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FDIC Seeking Comment on Frequently Asked Questions Regarding
Identifying, Accepting, and Reporting Brokered Deposits

Summary: The FDIC is seeking comment for 45 days (closing 12-28-2015) on a proposed update to a series of
frequently asked questions (FAQs) and an accompanying introductory letter regarding identifying, accepting and
reporting brokered deposits that were issued in January 2015 through FIL-2-2015.

Statement of Applicability to Institutions with Total Assets Under $1 Billion: This Financial Institution Letter
applies to all FDIC-insured financial institutions that use brokered deposits.
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Suggested Routing:
Chief Executive Officer
Chief Financial Officer

Related Topics:

FIL-2-2015, Guidance on Identifying, Accepting,
and Reporting Brokered Deposits.
https://www.fdic.gov/news/news/financial/2015/fil15
002.html

Attachments:

Frequently Asked Questions Regarding Identifying,
Accepting, and Reporting Brokered Deposits
(“Track Changes” Format)

Frequently Asked Questions Regarding Identifying,
Accepting, and Reporting Brokered Deposits

(“Clean” Format)

Contacts:

Martin Thompson, Senior Examination Specialist
(202-898-6767); Rebecca Berryman, Senior
Capital Markets Specialist (202-898-6901);
Christopher Hencke, Counsel (202-898-8839)

Note:

FDIC Financial Institution Letters (FILs) may be
accessed from the FDIC's Web site at
http://www.fdic.gov/news/news/financial/2015/.

To receive FILs electronically, please visit
http://mww.fdic.gov/about/subscriptions/fil.html.

Paper copies may be obtained through the FDIC's
Public Information Center, 3501 Fairfax Drive, E-
1002, Arlington, VA 22226 (877-275-3342 or 703-
562-2200).

Highlights:

Section 29 of the Federal Deposit Insurance Act (12 U.S.C.
§1831f) and Section 337.6 of the FDIC's rules and regulations
(12 C.F.R. § 337.6) define the term “deposit broker” and restrict
the acceptance of brokered deposits by FDIC-insured depository
institutions that are not well capitalized. The FDIC has also
explained requirements for identifying, accepting and reporting
brokered deposits in published advisory opinions and in the
Study on Core Deposits and Brokered Deposits (Study) issued in
July 2011.

Based on questions the FDIC received regarding whether certain
types of deposits were brokered deposits, the FDIC issued the
FAQs through FIL-2-2015 to provide insured depository
institutions information on the statute, regulations, existing
advisory opinions, and the Study in one place with the goal of
explaining the questions and issues in plain language.

FIL-2-2015 indicated that the FAQs would be updated
periodically. Since the issuance of the FAQs the FDIC has
received additional comments and questions and proposes to
update the FAQs and the introductory letter that preceded the
FAQs. The proposed updates and introductory letter are
attached in a “track changes” format to allow readers to identify
changes, as well as a clean version.

Comments are sought on the entire FAQ document and
introductory letter, with particular emphasis on areas with
proposed updates or additions. Comments that address areas
outside of the proposed FAQs may be answered under separate
cover or in future updates.

Comments must be received by the FDIC no later than 45 days
after publication of this FIL, or by December 28, 2015, and
should be submitted to BrokeredDepositFAQs@fdic.gov.
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FDIC SEEKING COMMENT ON FREQUENTLY ASKED QUESTIONS REGARDING
IDENTIFYING, ACCEPTING, AND REPORTING BROKERED DEPOSITS

Purpose

In January 2015, the FDIC issued a Financial Institution Letter, or “FIL,” with a series of
“Frequently Asked Questions,” or “FAQs” regarding identifying, accepting and reporting
brokered deposits, and also with an introductory letter to the FAQs (FIL-2-2015). The FIL
indicated that the FDIC would periodically update the FAQs on its website. The FDIC is now
proposing to update the FAQs and the introductory letter to reflect feedback that has been
received since the FIL was issued. Attached are proposed revisions and additions to certain
sections of the FAQs and to the introductory letter that precedes the FAQs with revisions and
additions highlighted to allow readers to readily identify changes. Clean versions of the
documents are also attached.

The FDIC is seeking comment on the proposed updated FAQs and introductory letter for
45 days, ending December 28, 2015. Comments are sought on the entire FAQ document and
introductory letter, with particular emphasis on areas with proposed updates or additions.
Comments received will be considered before posting the final updated FAQs and introductory
letter. In order to finalize the updates in a timely manner, comments received that address areas
outside of the proposed FAQs may be answered under separate cover or in the next round of
FAQ updates. When posted to the FDIC’s website, the updated FAQs and introductory letter will
rescind and replace FIL-2-2015. Comments should be sent to BrokeredDepositFAQs@fdic.gov
by December 28, 2015. Comments will be posted on the FDIC’s website.

Background

Section 29 of the Federal Deposit Insurance Act (FDI Act) (12 U.S.C. § 1831f) and the
FDIC's implementing regulations at 12 C.F.R. § 337.6 define the term “deposit broker” and
restrict the acceptance of deposits by or through a deposit broker by insured depository
institutions (IDIs) that are not well capitalized, among other provisions. The purpose of these
restrictions is to prevent weaker banks from increasing their risk-taking through brokered
deposits and to reduce costs to the Deposit Insurance Fund for banks that fail. Reports from the
Government Accountability Office and the FDIC’s Office of Inspector General, as well as the
Inspector General’s material loss reviews of failed banks, indicate that brokered deposits were a
significant contributing factor in many recent bank failures.*

! See, e.g., GAO-13-71, Financial Institutions: Causes and Consequences of Recent Bank Failures,
http://www.gao.gov/assets/660/651154.pdf, and FDIC Inspector General’s October 2012 study Acquisition,
Development, and Construction Loan Concentration Study, http://www.fdicig.gov/reports13/13-001EV.pdf. The
FDIC Inspector General’s Material Loss Reviews are available at http://www.fdicig.gov/MLR.shtml.
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The term “deposit broker” is defined as “any person engaged in the business of placing
deposits, or facilitating the placement of deposits, of third parties with IDIs or the business of
placing deposits with IDIs for the purpose of selling interests in those deposits to third parties.”
12 U.S.C. § 18311f(g)(1)(A). If an IDI accepts a deposit through a “deposit broker,” the deposit is
a “brokered deposit.” See 12 C.F.R. § 337.6(a)(2).

In the FDIC’s experience, the question of what constitutes a brokered deposit is very fact-
specific and can depend upon varying product features, delivery mechanisms, fee structures,
contracts and other governing documents, and evolving technology, among other things.
Therefore, over the years, based on industry feedback and requests for guidance, as well as
individual brokered deposit determinations, staff at the FDIC has provided guidance on brokered
deposits through various advisory opinions and interpretive letters.> Additionally, in 2011, the
FDIC published its Study on Core Deposits and Brokered Deposits, which was required by the
Dodd-Frank Wall Street Reform and Consumer Protection Act, and which also addressed the
categorization of certain types of brokered deposits.’

Despite the existence of Section 29, implementing regulations, staff interpretations,
advisory opinions, the study, and governing principles, questions continued to arise regarding
whether certain types of deposits were brokered deposits. To assist the industry by providing
this information in one place, the FDIC issued FIL-2-2015, with a series of FAQs that
summarized issues from key questions on the statute and regulations, as well as existing staff
interpretations, opinions, letters, and the study, grouping them into common categories with the
goal of explaining the questions and issues in plain language. The FDIC intended the FAQs to
be a helpful way for banks to begin the process of determining whether a particular deposit
should be categorized as brokered to the extent they had not previously done so.

Since the FAQs were issued, the FDIC has received written inquiries and participated in a
number of calls and meetings with bankers, banking trade groups, and other interested parties.
The FDIC also held an industry-wide banker call-in regarding the FAQs on April 22, 2015,
during which a number of banker questions were addressed. The FAQs have been envisioned to
be a living document, and the FIL pointed out that FAQs will be periodically updated on the
FDIC’s website.

Purpose of the FAQs and General Information — The introductory letter to the FAQs has been
revised to state more clearly that the FAQs are based on the law, regulation, study, and other
existing interpretations, and accordingly, are not considered new. To that end, footnote citations

2 See FDIC Advisory Opinions, https://www.fdic.gov/requlations/laws/rules/4000-50.html.

% See Federal Deposit Insurance Corporation, “Study on Core Deposits and Brokered Deposits, Submitted to
Congress pursuant to the Dodd-Frank Wall Street Reform and Consumer Protection Act,” July 8, 2011,
https://www.fdic.gov/requlations/reform/coredeposit-study. pdf.
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to these existing sources have been provided for various FAQs, where applicable. The FAQs
have also been updated to include new FAQs that are based on written or oral inquiries received
since the January 2015 release of the FAQs, and those are identified with footnote citations as
well.

The introductory letter also emphasizes that the FAQs are intended as a starting point for
analysis, and that the FDIC takes a case-by-case approach to each determination. A statement
has also been added indicating that, if an institution was unaware of brokered deposit treatment
until the FAQs were released, then the FDIC would generally not seek refiling of past
Consolidated Reports of Condition and Income (Call Reports). However, an institution’s
accounting and financial reporting personnel might make their own refiling recommendations.
The introductory letter has also been revised to state that the FDIC intends to update the FAQS
annually as needed, rather than periodically, as stated in the previous version, to give the industry
a better indication of when updates can be expected.



