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Franchise Marketing Overview

Marketing Transactions 

Whole Bank with Loss Share 
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Questions
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DRR Regional Manager Contact Info

Atlanta Region
Pebble Connelly
678 – 916 – 2246

Chicago Region
Gregory Watson
312 382 7594

Dallas Region
Mike Houston

972 761 8204678 – 916 – 2246
cconnelly@fdic.gov

West Virginia
Virginia

North Carolina
S th C li

312 – 382 – 7594
gwatson@fdic.gov

Wisconsin
Michigan

Illinois

972 – 761 – 8204
mhouston@fdic.gov

Colorado
Oklahoma

New Mexico
Texas
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South Carolina
Georgia
Alabama
Florida

Illinois
Indiana

Ohio
Kentucky

Arkansas
Louisiana

Mississippi
Tennessee

DRR Regional Manager Contact Info

Kansas City Region
Jim Meyer

816 234 8106

New York Region
Bob Goff

917 – 320 – 2890

San Francisco
Jeanne McBride
415 – 808 – 8050

816 – 234 – 8106
jameyer@fdic.gov

North Dakota
South Dakota

Minnesota
I

917 320 2890
bgoff@fdic.gov

Maine
New Hampshire

Vermont
Massachusetts
Rhode Island
C ti t

jemcbride@fdic.gov

Washington
Oregon
Montana

Idaho
Wyoming
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Iowa
Nebraska
Kansas

Missouri

Connecticut
New York

New Jersey
Pennsylvania

Delaware
Maryland

Puerto Rico 
Virgin Islands

Utah
Nevada

California
Arizona
Alaska
Hawaii
Guam
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Institution Marketing

Primary Federal Regulator (PFR) 
initiates marketing process g p
FDIC Division of Resolutions & 
Receiverships (DRR) prepares to 
market bank

Marketing Plan
Transactions Offered
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Timeline
Bid List 

Information gathering at the bank 

The Bid List
List of banks invited to evaluate acquisition of potentially 
failing bank 

Criteria used to develop bid list considers potential bidder’s 
supervisory ratings, capital position, and geographic 
location / bidder preferences.
Must be a chartered financial institution or have a shelf 
charter approved.

An invitation to bid is not an approval to bid.  All 
potential bidders must obtain final approval to bid from:

6

potential bidders must obtain final approval to bid from:
PFR
FDIC Division of Supervision & Consumer Protection 
FRB (if holding company involved in acquisition)
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Bid List Criteria
Supervisory Criteria

Total Risk Based Capital ratio of 10% or higher
Tier 1 Risk Based Capital ratio of 6% or higherp g
Tier 1 Leverage Capital ratio of 4% or higher
CAMELS composite rating of 1 or 2
CAMELS Management component rating 1 or 2
Compliance rating of 1 or 2
RFI/C rating of 1 or 2
CRA rating of Satisfactory or Outstanding
Satisfactory Anti-Money Laundering Record

Total Asset Size & Geographic Criteria
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Total asset size threshold established for invitation is 
roughly double core deposits of failing bank when bidder is 
in geographic proximity to failing bank
Larger total asset size requirements when bidder is located 
in other states
Bidders may express preferences for invitation by state

Example
Failing bank located in “X” State with $100 million in total assets, 
$20 million in brokered deposits 
Bid List Criteria Used:

Insured financial institutions in “X” State with at least $160 
million in total assets (roughly double core deposits of 
failing bank)
Insured financial institutions in contiguous states with at 
least $300 million in total assets (roughly double criteria 
used above for bidders located farther away from failing 
bank)
Insured institutions nationwide with at least $400 million in 
total assets that have expressed an interest in acquiring 

8

total assets that have expressed an interest in acquiring 
institutions in “X” state.

Criteria used will vary from project to project based on 
characteristics of potentially failing bank, time available for 
marketing, and other factors.
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Bidder Contacts
Banks can use FDICconnect to provide M&A 
contact information for invitations to bid.

FDICconnect can be accessed through 
www.fdic.gov or at 
https://www2.fdicconnect.gov/.

Banks may complete a survey to record their 
areas of geographic interest. 
Submitting geographic preferences does not 
i l  th t  i tit ti  ill b  tifi d f ll 
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imply that an institution will be notified of all 
potential failing institutions in that state.
Banks may also send an email to provide 
contact information institutionsales@fdic.gov

Marketing via IntraLinks
Marketing process starts with email to prospective 
bidder inviting them to IntraLinks for a specific 
resolution project 

After executing electronic Confidentiality Agreement, 
bidders may read an Executive Summary & Transaction 
Recap 

If interested, may request access to Project’s data room 
for information about failing bank & transaction terms

Deposit & Loan Downloads (Customer identifiable 
information redacted)
Premises

10

Premises
IT
Legal documents (bid forms, instructions, P&A documents, 
etc.)
Regulatory contact information
Key dates, bid instructions
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On-site Due Diligence

Opportunities not always available, depends 
upon resolution timeline.
Due diligence scheduled “first come, first 
serve”.

Time allowed averages one to two days
Team sizes average three to five
Affords the review of more detailed information

11

Structured program with FDIC hosting bidder 
access.

Bids
FDIC establishes deadline for bid package
Bid packages include:

Bid (on bid form provided)
Purchaser Eligibility Certificate
Board Resolution
Reaffirmation of Confidentiality Agreement

FDIC selects winning bid using “Least Cost 
Test” (proprietary)
Copies of winning bid and redacted copies 
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Copies of winning bid and redacted copies 
of unsuccessful bids available via Freedom 
of Information Act (FOIA) Request after
institution is closed by PFR
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Marketing: Transaction Structures
Purchase and Assumption (P&A)

Whole Bank
Whole Bank with Loss Share
P&A with Optional Loan Pools
Clean P&A 

Other Resolution Methods
Bridge Bank 
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Deposit Payout
Deposit Insured National Bank (DINB)
Straight Payout

P&A Transactions
“Whole Bank” is a misnomer
Transfers assets (including loans, ORE, private 
label MBS) to Assuming Bank unless items are 
specifically excluded
Transfers related, bank-owned, businesses 
(Credit Cards, Safe Deposit Box, Trust, 
Acquired Subsidiaries, etc.)
Franchise acquisitions can be for All Deposits or 
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Franchise acquisitions can be for All Deposits or 
Insured Deposits Only
FDIC offers 80% credit loss coverage in 
transactions with Loss Sharing
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Assets Typically Excluded from P&A

Bank Premises (offered under Separate 90-Day 
Options)
D&O Liability Claims
Prepaid Regulatory Assessments
Tax Receivables
Loss Reserves (General and Specific)
Private Label Asset Backed Securities
Assets that may be involved in fraud

If i ’   ifi ll  l d d i  P&A  h   
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If it’s not specifically excluded in P&A, the asset 
passes to the Assuming Institution 

Example-intellectual property – domain names, 
etc.

What is Loss Share (LS)?

Receiver & Assuming Bank share in losses 
& recoveries on LS assets (80/20)
Applies to loans, ORE & (infrequently) 
certain securities
Single Family LS – 10 year term
Commercial LS – 5 year term + 3 years 
for recoveries
C t ( tl ) bt i  l  h  

16

Cannot (currently) obtain loss share 
without a deposit franchise
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What is Loss Share? – Cont.
A “Stated Threshold” is developed for the 
covered assets; below which 80/20 (above 
which 95/5) sharing occurswhich 95/5) sharing occurs
Permits Assuming Bank to formulate bid to 
recover all or portions of at least the following 
(subject to competitive conditions):

20% and 5% credit losses
Future income statement vulnerabilities from 
acquisition of impaired ORE/Loan/MBS “books”
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acquisition of impaired ORE/Loan/MBS books
Asset management expenses not otherwise 
reimbursable under the Loss Share 
Other 

Why Loss Share

FDIC Perspective – Least Cost 
ObjectiveObjective

Current market asset price dislocation
Better asset pricing (intrinsic value)

Limited asset mgt/mktg infrastructure
Better long term returns by managing assets 
in the local, private sector

18

, p

Limited number of bidders
Security/Economics encourage more bidders
Potentially more favorable economic bids
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Why Loss Share

Bidder Perspective
Confidence to bid for assetsConfidence to bid for assets

Limited (or no) due diligence 
Lower risk to own impaired assets
Favorable economics

Capital treatment LS assets (pending)
Purchase accounting gains may increase capital

19

Asset liability matching

Whole Bank with Loss Share Bids

Bids for a Whole Bank with Loss Share 
Transaction are submitted in twoTransaction are submitted in two
components

Deposit premium bid (stated as a % of 
adjusted, assumed deposits – i.e. All 
deposits, less brokered, CDARS and listing 
service deposits) 

20

Asset premium/(discount) bid (stated in $’s)
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Whole Bank with Loss Share Bids

At Closing, FDIC Pro Forma –
Prepares B/S for assuming bank (AB) listing BV’s 
(FMV’s & Fair Values for selected investments) of (FMV’s & Fair Values for selected investments) of 
acquired assets and assumed liabilities
Net of same is “transactional equity (TE)”
Then nets TE with asset discount bid and deposit 
premium bid

If result is positive, AB will absorb 100% of credit 
losses until this sum is reached – thereafter loss 
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losses until this sum is reached thereafter loss 
sharing begins (“First Loss Tranche”)
If result is negative, FDIC pays AB amount and loss 
sharing begins on the first day following bank 
closing

Whole Bank w/Loss Share Bid Construction

22
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Whole Bank with Loss Share First Loss Tranche Calculation
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Loss Share
Evolving Issues

Regulators
Treatment/Consideration of capital created by / p y
purchase accounting  (negative goodwill)
Risk-based capital treatment of loss share 
assets

Assuming Banks
Valuing loss share assets for purchase 
accounting

24

g
Managing the loss share accounting and 
reporting to the FDIC
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Gary Miller, Marketing Specialist - (972) 761-8560 - garmiller@fdic.gov


