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FDIC Proposes Special Deposit Insurance Assessment After
Systemic Risk Exception
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The Federal Deposit Insurance Corporation (“FDIC”) Board voted (3-2) to propose a
special assessment to recoup the expected $15.8 billion cost to the Deposit
Insurance Fund “(DIF”) in the wake of invocation of the special risk exception
(“SRE") to cover all deposits at Silicon Valley Bank and Signature Bank in March.
The Notice of Proposed Rulemaking (“NPR”) will be subject to comment for 60
days from publication in the Federal Register.

The NPR would assess a 12.5 basis point assessment on an insured depository
institution’s estimated uninsured deposits reported at year-end 2022. This
assessment base would be adjusted to exclude the first $5 billion in estimated
uninsured deposits reported at year-end 2022. The assessment would be paid over
8 quarters, beginning in 2024. Using this estimated uninsured deposits as the
assessment base for the assessment, FDIC Chair Martin Gruenberg stated “[t]he
proposal applies the special assessment to the types of banking organizations that
benefited most from the protection of uninsured depositors.”

Vice Chair Travis Hill and Director Jonathan McKernan raised concerns with the
calibration of the proposal in the Board meeting, noting that many banks that saw
large in-flows of deposits in a flight to perceived safety didn’t benefit from the SRE,
yet will pay the biggest share of this special assessment. Both Vice Chair Hill and
Director McKernan voted no on the proposal.

The use of the uninsured deposits as the assessment base is a somewhat novel
approach by the FDIC. The FDIC’s staff memo regarding the proposal estimates that
the proposal would result in 113 institutions paying the special assessment, with
the approximately 48 institutions with greater than $50 billion in assets paying a
little over 95% of the special assessments.

We will see whether any of the comments result in changes to the proposal.
Comments made by Vice Chair Hill and Director McKernan at the Board meeting
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may show some prescience as to what the very largest institutions may argue given
the large inflow of deposits they saw even before the SRE, and that a better
calculation of the assessment base may be tied to percentage of uninsured
deposits compared to total deposits rather than just an absolute number.




