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The interim final rule is to provide temporary relief from audit and reporting requirements for certain firms
experiencing temporary growth from COVID-19-related stimulus activities.

The Federal Deposit Insurance Corporation has issued an interim final rule (IFR), entitled Applicability of Annual
Independent Audits and Reporting Requirements for Fiscal Years Ending in 2021, which would allow insured
depository institutions (IDIs) to temporarily freeze consolidated total assets as of Dec. 31, 2019, for the purpose
of determining compliance with the audit and reporting requirements of 12 CFR Part 363 for fiscal years ending
in 2021.

Section 36 of the Federal Deposit Insurance Act, 12 U.S.C. 1831m, imposes annual audit and reporting
requirements on IDIs that meet certain asset thresholds. The purpose of section 36 is to facilitate early
identification of needed improvements in financial management at IDIs. Section 36 grants the FDIC discretion
to set the asset size threshold for compliance with these statutory requirements, but mandates a minimum
threshold of $150 million in consolidated total assets. Part 363 of the FDIC’s regulations implements section 36.
Currently, an IDI becomes subject to the annual independent audit and reporting requirements of Part 363 with
respect to any fiscal year in which its consolidated total assets, as of the beginning of such year, are $500.

In a Financial Institution Letter, the agency explained that the purpose of the rule is to provide temporary relief
from the Part 363 Audit and Reporting requirements for IDIs that have experienced temporary growth due to
participation in the Paycheck Protection Program (PPP), the Paycheck Protection Program Liquidity Facility
(PPPLF), the Money Market Mutual Liquidity Fund (MMLF), or other factors, such as other stimulus activities.
The IFR is effective immediately, and comments on the IFR will be accepted for 30 days after publication in the
Federal Register.

In a staff memorandum, FDIC staff recommended publication of the IFR and stated that in response to
disruptions in economic conditions and strains on the financial markets caused by the coronavirus disease 2019
(COVID-19), the IFR would allow IDIs to temporarily freeze consolidated total assets as of Dec. 31, 2019, for the
purpose of determining compliance with the audit and reporting requirements of 12 CFR Part 363 for fiscal years
ending in 2021. According to the memorandum, the IFR will provide regulatory relief for institutions that have
increased in total consolidated asset size above the applicable Part 363 thresholds since Dec. 31, 2019, due to
their participation in COVID-19 related economic stimulus programs. IDIs whose consolidated total assets have
decreased will use the IDI’s consolidated total assets as of the first day of its fiscal year ending in 2021.

FDIC Chairman Jelena McWilliams released a statement in support of the IFR. "The relief only applies on a time-
limited basis for fiscal years ending in 2021, and relieves certain banks of incurring material costs to comply with
new audit and reporting requirements on a onetime basis. In addition, the FDIC is actively considering similar
targeted adjustments to further mitigate unintended consequences resulting from pandemic-related government
programs," McWilliams said.
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