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and related reporting changes, the industry and its stakeholders will need time to understand the rules
and required reporting in order to proceed with implementation. This is particularly true under the
revised brokered deposit regime, which went into effect starting on April 1, 2021 and requires banks or
third parties to file a notice or application under the primary purpose exemption.'® The FDIC noted
during its recent webinar to discuss the Brokered Deposits Final Rule, that while it will begin reviewing
applications as soon as possible, this review may not begin until September. The Brokered Deposits Final
Rule also permits up to 120 days for the FDIC to provide a written determination on applications for
primary purpose exception, with the option to extend this timeframe up to 120 additional days.'® As a
result, it does not seem likely that one quarter provides sufficient time for both the FDIC to make a
determination on the pending applications or for banks to adjust their systems after a determination is
made. Additionally, the proposed revisions to the Call Reports would require firms to make systems
changes, and to perform the necessary testing and subject the reporting to firms’ existing control and
review processes. Even firms with existing systems in place to report comparable data, such as those
firms that file the FR 2052a, will need time to make adjustments to reporting systems from an IT
standpoint, as well as the relevant updates to controls to report the data items on the Call Reports if
such firms are in fact required to complete these new data items.

In order to allow time for the initial primary purpose exception application process to be
completed, while also affording firms the time to make the systems changes needed for the new data
collection, we recommend that the agencies delay implementing any changes to the Call Reports related
o the reporting of sweep deposit data until the March 31, 2022 as-of date.

. The agencies should confirm that firms are permitted to incorporate the new brokered
deposits regime for purposes of reporting beginning with the June 30, 2021 as-of date, even if
such firms are still in the midst of the primary purpose exception application process.

The proposal states that there will be two sets of Call Report instructions allowing institutions to
either: “(1) comply with the new regulation starting on the June 30, 2021, report date; or (2) continue to
rely upon existing FDIC staff advisory opinions or other interpretations that predated the brokered
deposits final rule in determining reporting brokered deposit data in the Call Report through the
December 31, 2021, report date”!® in order to accommodate the extended compliance timeline
permitted in the Brokered Deposits Final Rule until January 2022. However, only a single version of draft
instructions is available as of the close of the comment period and does not specify how institutions
should report deposits under the revised brokered deposits regime during this transitional period prior
o the extended compliance date in the Brokered Deposits Final Rule.

As noted in Section | above, effective April 1, 2021, certain deposits will no longer be considered
brokered in accordance with the Brokered Deposits Final Rule due to the several statutory exceptions
for brokered deposits, including the primary purpose exception. Despite this certainty provided in the
Brokered Deposits Final Rule, additional entities will be undergoing the application process for the
primary purpose exceptions and awaiting a determination by the FDIC. However, the instructions do not
provide any guidance with respect to reporting during this transitional period prior to the extended

i See 86 Fed. Reg. 6742.
» 86 Fed. Reg. 6742 at 6789.
& 86 Fed. Reg. 8480 at 8486 (emphasis added).
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compliance date for the Brokered Deposits Final Rule to January 1, 2022. For example, if implementation
is not delayed as requested in Section Il above, it is unclear how a firm should complete the Call Report
for the June 30, 2021 report date if the firm is operating under the new brokered deposit framework but
will still be undergoing the application process to determine whether certain third party sweep deposits
would be approved under the primary purpose exception.

Specifically, it is unclear if in their Call Report filing, firms are immediately allowed to exempt
deposits for which the statutory exceptions would apply and do not require an application, while over
time on future filings, incrementally excluding deposits that receive approval from the FDIC for their
applications under the primary purpose exception. Without further clarification of the agencies’
expectations for the reporting treatment during this transitional period, interpretations may vary from
bank to bank and as a result of differences in reporting practices would prevent comparisons across the
industry and could impede the agencies’ ability to monitor and evaluate the behavior of certain sweep
deposits.

We therefore recommend that the agencies confirm that firms may begin applying the statutory
exceptions to the treatment of deposits as outlined in the Brokered Deposits Final Rule on the Call
Report as of the June 30, 2021 report date, even if the application process for primary purpose
exceptions is still underway. We further recommend that firms are permitted to cease reporting those
deposits that are granted approval on their application under primary purpose exception in the future as
brokered, as the FDIC continues to review applications.

V. Clarification is needed with respect to the definition of “not fully insured” as it would apply to
the new Call Report memorandum items.

Many of the proposed memorandum items in the Call Report Schedule RC-E would require firms
to report data on various sweep deposits that are “not fully insured;” however, neither the draft
instructions, nor the current Call Report instructions provide a definition for “not fully insured.” Further,
in the background section of the proposal on the NSFR Final Rule, it refers only to “partially insured”
sweep deposits.” As a result, firms would appreciate additional clarity on the definition of “not fully
insured,” such as whether such term includes only partially insured deposits or also includes fully
uninsured deposits. We therefore recommend that the term be clarified, and we further recommend
that the agencies consider the FR 2052a “Insured” field definitions, which included “FDIC,” “Other,” and
“Uninsured,” and application of the same to the proposed Call Report line items, to allow for
consistency across reports.'
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7 See 86 Fed. Reg. 8480 at 8483.
8 The FR 2052a data submission contains an Insured field to identify sweep deposits as either:

FDIC — Refers to deposits fully insured by FDIC deposit insurance.

Other — Refers to deposits that are fully insured by non-US local-jurisdiction government deposit
insurance.

Uninsured — Refers to deposits that are not fully insured by FDIC deposit insurance or other non-
US local-jurisdiction government deposit insurance and uninsured deposits.






Appendix 1

The Bank Policy Institute

The Bank Policy Institute is a nonpartisan public policy, research and advocacy group, representing the
nation’s leading banks and their customers. Our members include universal banks, regional banks and
the major foreign banks doing business in the United States. Collectively, they employ almost 2 million
Americans, make nearly half of the nation’s small business loans, and are an engine for financial
innovation and economic growth.

The Securities Industry and Financial Markets Association

SIFMA is the leading trade association for broker-dealers, investment banks and asset managers
operating in the U.S. and global capital markets. On behalf of our industry's nearly 1 million employees,
we advocate for legislation, regulation and business policy, affecting retail and institutional investors,
equity and fixed income markets and related products and services. We serve as an industry
coordinating body to promote fair and orderly markets, informed regulatory compliance, and efficient
market operations and resiliency. We also provide a forum for industry policy and professional
development. SIFMA, with offices in New York and Washington, D.C,, is the U.S. regional member of the
Global Financial Markets Association (GFMA).

The American Bankers Association

The American Bankers Association is the voice of the nation’s $21.9 trillion banking industry,
which is composed of small, regional, and large banks that together employ more than 2 million
people, safeguard $17 trillion in deposits, and extend more than $11 trillion in loans. Learn
more at www.aba.com.



