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The 2007 financial crisis exposed major weaknesses in global financial systems, including the threat to 

financial stability posed by banks that were too interconnected and complex to be put into insolvency. 

Letting these firms fail would have meant that people or businesses would have been unable to access 

their money or make payments. The potential risks to the financial system and the economy meant some 

banks had become ‘too big to fail’. 

In response to the global crisis, The Financial Stability Board’s Key Attributes of Effective Resolution 

Regimes for Financial Institutions, endorsed by the G20 in 2011, provided a new harmonised 

international standard for resolution regimes, to be able take action in managing the failure of banks 

and certain investment firms. This process is known as ‘resolution’ which is distinct from insolvency.  

This international standard provides powers to impose losses on investors in failed banks while ensuring 

relevant (primarily critical) operations of the bank can continue. It also reduces the risks to depositors, 

the financial system and to public finances that could arise due to the failure of a bank. 

Conversely, bank resolution is not designed to ensure banks will never fail, but they can do in an orderly 

fashion (i.e. without excessive disruption to the financial system or to the banking services provided to 

households and businesses, and without exposing taxpayers in general to loss).  

In Gibraltar, The Financial Services Resolution and Compensation Committee (‘the FSRCC’) are 

responsible for preparing for, and carrying out, a resolution, if it determines that action is needed to 

protect financial stability in bank failure.  

This document outlines the practical steps the FSRCC may need to take before, during and after a live 

resolution event in order to ensure resolution objectives are achieved. It should however be read in 

conjunction with the legal framework of which the FSRCC and institutions operate, and is not intended 

to act as legal advice. This document is expected to periodically updated, particularly to reflect any 

material changes in the legislative framework or policy. 
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2.1 Aims of resolution  

In 2016, The Gibraltar Financial Services 

Commission (‘the GFSC’) was appointed as the 

Resolution Authority (‘RA’) for Gibraltar. The 

powers of the GFSC as RA were subsequently 

delegated to the Financial Services Resolution and 

Compensation Committee (‘the FSRCC’). 

The FSRCC is operationally independent from the 

supervisory functions of the GFSC, with the 

Resolution and Compensation Unit (’the RCU’) 

carrying out its day to day operations and 

reporting directly to the FSRCC.   

In line with the Financial Services Act 2019 (‘the 

Act’), the FSRCC is responsible for resolution 

readiness of credit institutions and certain 

investment firms, as well as decision-making 

relating to orderly resolution and reorganisation 

of failing institutions under its remit.  

Within the Act, the key resolution objectives of the 

FSRCC (relating to bank resolution) are to: 

• Ensure the continuity of critical functions of 
participating firms when in financial distress; 

• Avoid a significant adverse effect on the 
financial system, in particular by preventing 
contagion; 

• Protect public funds by minimising reliance on 
extraordinary public financial support; 

• Protect depositors covered by the Gibraltar 
Deposit Guarantee Scheme and investors 
covered by the Gibraltar Investor 
Compensation Scheme; and  

• Protect client funds and client assets 
 
2.2 Role of the FSRCC  

The FSRCC is responsible for developing a 

strategy and crisis readiness framework on how it 

would manage the failure of a participating 

institution. A credible resolution strategy is one 

which also gives assurance that the firm can be 

resolved without risk to public funds. 

Should a bank under the FSRCC’s remit meet the 

‘conditions for resolution’ (see Section 4.2) it will 

adopt and implement a ‘resolution scheme’ 

determining the application of the relevant 

resolution tools and, if necessary, the use of the 

Resolution Fund.  

Ex-Ante funding (for which the FSRCC is also 

responsible), is financed by industry participants to 

ensure that financial support is available as a last 

resort in the event of a failing firm, after private 

solutions have been ruled out, and after the owners 

and creditors of the firm have borne sufficient losses. 

More specifically the key responsibilities of the 

FSRCC as a Resolution Authority are as follows:  

• To draft resolution plans for the banks under its 
direct responsibility. 

• To carry out the assessment of the banks' 
resolvability and to address impediments to 
resolution.  

• To set the level of MREL. 
• To take necessary actions following early 

intervention measures adopted by the GFSC.  
• To adopt resolution schemes (placing an entity 

under resolution, determining the application of 
resolution tools and determining, where 
necessary, the use of the funding to support the 
resolution action).   

• To raise contributions for the Ex-Ante funding 
and to manage its resources 

 
2.3 Institutions under the FSRCC remit 

The FSRCC is responsible for the resolution of all banks 

and certain investment firms licenced by the GFSC.  

The number of banks within the FSRCC direct remit is 

subject to change over time, as new banks are 

established and existing banks leave the market. The 

list of banks (not investment firms) within the FSRCC 

remit is published on the Gibraltar Deposit Guarantee 

Scheme website (www.gdgb.gi) 
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3.1 Introduction 

To ensure that institutions can be resolved in an 

orderly fashion, the RCU is responsible for 

resolution planning, as set out within the Act. 

Resolution Plans set the strategy for a bank will be 

resolved in the event that it runs into difficulties. 

While a recovery plan (‘RecP’) is written by the 

institutions (subject to review by the GFSC), a 

resolution plan (‘ResP’) is completed by Resolution 

Authorities. A RecP details measures the bank will 

take to restore its financial position, if necessary. 

The RecP contains a strategic analysis to identify 

core business lines and critical functions.  The 

FSRCC uses this information as a starting point for 

its own assessments of the bank’s critical 

functions, the preferred resolution strategy and 

the bank’s resolvability. The FSRCC can also make 

recommendations to the GFSC regarding actions 

in the bank’s RecP which may adversely impact the 

bank’s resolvability. 

To prepare for the effective use of its resolution 

powers in a timely, and orderly manner in a 

resolution event, the FSRCC needs to undertake 

advance resolution planning. A ResP is a 

comprehensive document, which details the 

characteristics of an institution and describes the 

preferred resolution strategy for that institution, 

including which resolution tools to apply in a live 

event. The institution's critical functions are 

identified, impediments to its resolvability are 

detected and addressed (through a resolvability 

assessment of the institution) and the firm 

prepared for its possible resolution. The 'minimum 

requirement for own funds and eligible liabilities' 

(MREL) is set to ensure that the institution has a 

sufficient level of loss absorbing (and 

recapitalisation) capacity in place. The resolution 

planning process consists of the development of a 

ResP for each credit institution and in-scope 

investment firm.  

 

Institutions are required to address or remove any 

impediments to resolvability which are identified 

by the Resolution Authority as part of the 

resolvability assessment process. An institution 

may be required to make changes to its operating 

structure or its balance sheet in order to address 

these impediments. For example, in order to 

ensure that losses can be imposed on creditors in 

the event of failure, institutions may need to issue 

additional capital or eligible (i.e. bail-inable) 

liabilities. 

The resolution planning cycle generally follows four 

stages:  

1. Information-gathering;  
2. Setting the resolution strategy and 

developing a plan for its operationalisation;  
3. Assessing the institution’s resolvability; and  
4. Addressing impediments to resolution. 
 

 

Fig1; Resolution Planning Cycle 

3.2 Resolution Planning – Data Gathering 

Annual data collection by the RCU plays a central 
role in resolution planning. In the first instance, the 
RCU requests the most recent recovery plan of the 
firm and any relevant information already available 
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to the GFSC1. The RCU also require information 
direct from institutions through pre-agreed 
templates, which currently include, but are not 
limited to the following: 
 
• Bank structure; 
• Liability data reporting (including bail-in-able 

liabilities); 
• Critical functions report; and 
• Interconnectedness (financial, legal and 

operational). 
 

Separately, the FSRCC may require the bank, in 
writing, during meetings or workshops, to 
provide additional information or support in 
order to draft the resolution plan, for example:  
 
• information about the bank’s structure, 

critical functions or interconnections;  
• an analysis of the operational consequences of 

a resolution strategy; or  
• a description of the processes and 

arrangements necessary to effectively provide 
information in resolution. 

 

3.3 Contents of Resolution Plans 

ResP’s set out options for the FSRCC in applying 

its resolution tools and powers and contain key 

information on, for example:  

• interconnections and continuity of critical 
functions in resolution;  

• access to financial market infrastructures 
(FMIs); and  

• a description of the Resolution Strategy and 
any variant resolution strategies that could be 
applied.  

 

The ResP underpins the preferred resolution 

strategy for an institution, which needs to be both 

feasible and credible. Alternative (‘variant’) 

resolution strategies may also be determined. It 

should, however, be noted that this strategy for 

an institution would be reassessed at the point of 

 

                                                           
1 Duplication with supervisory data requests should be 
avoided as much as possible.   

 
a Failing or Likely to Fail (‘FOLTF’) event taking into 
account the circumstances at the time.  
A ResP will generally include the following key 

areas (1-5 below); 

1. Strategic Business Analysis 

This is an overview of the institution which 

describes its structure (including legal, ownership 

and governance structure), financial position, 

business model, critical functions, core business 

lines, internal and external interdependencies and 

critical systems and infrastructures. 

2. Resolution Strategy 

This step determines whether, in the case of 

failure, the objectives of resolution (as included in 

2.1) are best served by letting the bank fail, or by 

resolving it using resolution tools. In the latter case, 

it also includes a detailed description of the 

resolution strategy and how this will be applied. In 

order to complete such an assessment the FSRCC 

firstly assess the credibility and feasibility of 

liquidation. Only if this is not credible or feasible, 

the factors determining the preferred resolution 

strategy and its implementation are described.  

In addition, the loss absorbing capacity of the 

institution is assessed and a determination is made 

by the FSRCC on MREL.  

3. Financial and Operational Continuity in 

Resolution 

When the resolution strategy has been 

determined, the financial and operational 

requirements for ensuring the institution’s 

continuity both during and after resolution (in 

order to achieve the resolution objectives) are 

assessed. This should include funding and liquidity 

during and post resolution as well as continuation 

of the bank's payments (where relevant). 

4. Information and Communication Plan 

This step describes the operational and governance  
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arrangements and procedures required to 

provide resolution authorities with all necessary 

information (during the resolution planning stage 

and in the event of resolution) and the 

arrangements regarding management 

information systems (MIS). This aims to ensure 

timely, up-to-date and accurate information, 

together with the communication strategy and 

plan for resolution. It also describes how the 

process will be communicated internally and 

externally, before, during and after resolution.  

5. Conclusion and Resolvability Assessment 

This stage assesses whether impediments exist to 

the winding-up (liquidation), or the resolution, of 

the institution. All the analyses and assessments 

of the previous sections of the resolution plan 

feed into this overall assessment of resolvability. 

Where impediments to the winding up or 

resolution of the bank are identified, appropriate 

measures to address or remove them are 

determined.  

Resolvability assessments cover a broad range of 

considerations, including but not limited to: 

• Sufficiency of loss absorption and 
recapitalisation capacity;  

• Operational continuity in resolution  
• Adequacy and of institutions’ data systems;  
• Complexity of institutions’ structures; and 
• Separability, valuation capacities and 

communication plans. 
 
Going forward the RCU expect to provide 

additional briefing document entitled Bank 

Resolution: How to be resolvable? which will 

provide further clarity in this area.  

6. Opinion of the Institution and transmission 

of the ResP 

The institution may provide an opinion (or 

feedback) on the ResP, which should be recorded. 

Such opinions may, if material, be referenced in 

subsequent versions of the plan. The final 

resolution plan is transmitted to the relevant 

competent authority where necessary. 

 

 

3.4 Operational Continuity under resolution 

In order to effectively implement the Resolution 

Strategy, the continuity of services provided (for 

critical functions primarily) in resolutions is 

required to support core banking activities during, 

and after, resolution. It should be ensured that, for 

example, staff, IT systems, operational assets and 

other internal or external services essential to 

institutions’ critical functions remain in place or are 

replaced without causing (significant) interruption 

to the provision of the critical functions. 

3.5 Simplified Obligations 

For institutions of lesser importance to the stability 
of Gibraltar’s financial system, the FSRCC can, in 
accordance with the Act, decide to apply a 
simplified obligations (‘SO’) allowance in respect to 
resolution planning. SO’s entail that certain 
exemptions can be made regarding the content 
and updating frequency of resolution plans. As a 
result, information requirements imposed on firms 
concerned do not need to be as extensive as for 
firms managed via resolution. This helps to make 
the regulatory framework for resolution more 
proportional, especially for small firms.  Decisions 
on SO’s can, at any time, be reviewed and amended 
where deemed appropriate. Institutions subject to 
reduced resolution plan information requests 
should not assume that this would necessarily 
determine they would be liquidated if they failed. 
 
In order to determine which institutions fall within 
the scope of SO, the RCU assess the impact of the 
failure of an institution. Factors relevant to this 
assessment are both quantitative (e.g., total asset 
size, cross-jurisdictional claims/liabilities, level of 
assets under management, etc.) and qualitative 
(e.g., the impact of failure on financial markets, 
other institutions or funding conditions). 
 
ResP’s prepared for such institutions are subject to 
reduced requirements and may be updated less 
frequently. Simplified resolution plans will at least 
consist of:  
 
• general information about the institution;  
• relevant communication provisions;  
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• identification of legal and practical 
impediments to the application of normal 
insolvency proceedings;  

• systems to provide the information needed 
by the Gibraltar Deposit Guarantee Scheme 
(‘GDGS’) / Gibraltar Investor Compensation 
Scheme (‘GICS’)  (where relevant) to effect a 
rapid pay-out or transfer of protected 
deposits; 

• conclusion of the resolvability assessment 
and measures to address or remove 
impediments to the application of normal 
insolvency proceedings; and 

• the position of the bank itself. 
 

3.6 Resolvability Assessment 

For resolution strategies and plans to be effective, 
significant barriers to their implementation must 
be identified and removed. A resolvability 
assessment is conducted to determine what 
should be done to address material recurring 
issues (i.e resources to enable the implementation 
of preferred resolution strategy, access to FMI 
infrastructures such as payment systems) with 
respect to resolvability. To be ‘resolvable’ a firm 
needs to have arrangements and plans in place so 
the FSRCC can carry out a resolution if it fails, i.e. 
whether a firm: 

 has enough resources to support a resolution – 
e.g. to absorb its losses and recapitalise the 
firm, and continue to pay its financial 
obligations 

 is able to continue doing business during – and 
after – resolution 

 is able to co-ordinate and communicate 
effectively within the firm, with the authorities 
and with the market. 

 
Many of these barriers are generic, such as firms 
needing to hold sufficient resources to allow the 
implementation of the preferred resolution 
strategy and the need for firms to continue to have 
access to financial market infrastructure, like 
payment systems, in the event of resolution. 
 
 

                                                           
2 Where this funding is insufficient, the Act allows for 
Ex-Post contributions to be raised. 

 

3.7 Funding 

Resolution funds can ensure the effective use of 
the resolution tools as a last resort, once owners 
and creditors of the failing institution have first 
borne losses2. The FSRCC’s target level is to reach 
at least 1 per cent of DGS-protected deposits of all 
the institutions authorised in Gibraltar by 2024.   

The RCU is responsible for the calculations of 
contributions, based on information received from 
the credit institutions and collected by the RCU.  

Contributions take into account the annual target 
level as well as the size and the risk profile of 
institutions. Contributions are generally risk-based, 
with ‘risk pillars’ and various risk indicators used to 
assess the risk profile of an institution.  

Methodology papers for the calculations are 
available to industry participants on an annual 
basis.  
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4.1 Introduction 

When a bank meets the conditions for resolution, 

the FSRCC will adopt a ‘resolution scheme’ 

determining the application of the relevant 

resolution tools and, if necessary, the use of the 

Resolution Fund.  

Typically, within Bank Resolution regime, there are 

two ways in which failures can be handled in an 

orderly fashion. The first, is via a normal 

insolvency proceedings, which would see the 

invocation of the GDGS.    The second way failures 

can be handled in a more orderly way is via 

‘resolution tools’. Resolution tools are generally 

used where, for example, the failure of an 

institution could cause financial instability or could 

disrupt critical functions. In these situations, 

placing an institution into liquidation would 

generally be less appropriate. Resolution tools are 

used by the FSRCC only under certain conditions 

(outlined in 4.2 below).  

Resolution tools should also reduce the risks of 

government support to institutions, based on the 

principle that shareholders and investors should 

bear the costs of a failing institution. 

4.2 Entering resolution 

The resolution of an institution occurs when the 

authorities determine that the following 

conditions (for resolution) are met:  

• the bank is failing or likely to fail;  

• there are no supervisory or private sector 

measures that can restore the bank to viability 

within a short timeframe (for example, by 

taking actions set out in the bank’s RecP); and  

• resolution is necessary in the public interest, 

i.e. the resolution objectives would not be met  

to the same extent if the bank were wound up 

under standard insolvency proceedings. 

 

 

Ordinarily, the GFSC, after consulting the FSRCC, 

determines whether a bank is failing or likely to fail. 

However, the FSRCC can also make such an 

assessment after informing the GFSC of its intention. 

The GFSC shall provide all relevant information 

about a bank to the FSRCC to help inform its 

assessment process. The FSRCC remains ultimately 

responsible in determining whether no alternative 

solution is available and whether a resolution action 

is necessary in the public interest. 

If a bank meets the relevant conditions, the FSRCC 

places the bank under resolution. This is achieved by 

the adoption of a resolution scheme, which 

determines what resolution tools are to be applied 

to the bank and, if necessary, whether the Resolution 

Fund is to be used to support the resolution action. 

The resolution tools available to the FSRCC are as 

illustrated in figure 2 below: 

Fig 2; Resolution Tools 

1. The sale of business tool;  

This may include the sale of all or part of the firm’s 

business to a private sector purchaser. This tool 

could be used where it is in the public interest to 

resolve the institution and where it is more likely to 

have a buyer for some (but not all of) a firms balance 

sheet/operations. A partial transfer could include for 

example covered instruments under the GDGS and 

GICS, with the residual entity entering insolvency.  

 

 

4. Conducting a resolution  
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This tool can include the sale of either its shares 

or its property (its assets and liabilities), to a 

willing and appropriately authorised private 

sector purchaser without need for consent of the 

failed bank, or its shareholders, customers or 

counterparties. 

2. The bridge institution tool;  

This is the transfer of part or all of the assets, 

liabilities and/or shares are transferred to a 

temporary entity. The purpose is to maintain 

continuity of the failed bank’s critical functions 

until the sale of the bridge bank (eg through an 

initial public offering or onward transfer of some 

or all of its business to a private sector purchaser).  

The FSRCC would determine which assets and 

liabilities would transfer to a bridge institution 

(although it would be generally expected that 

GDGS and GICS protected instruments would at a 

minimum be transferred). This action however is 

a temporary measure where the bridge 

institution’s management will sell the bridge 

institution, or its assets, rights or liabilities, to one 

or more private sector purchasers. 

3. Asset Separation Tool 

This tool allows all or part of the business of a 

failed bank or a bridge bank to be transferred to 

and managed by a separate asset management 

vehicle, controlled by the FSRCC, with a view to 

maximising the value of assets through an 

eventual sale or orderly wind down; and 

4. The Bail-in tool 

The bail-in tool enables the losses to be imposed 

on shareholders and unsecured creditors by 

cancelling or reducing the value of their claims. 

This process must respect the order in which 

investors would receive compensation in 

insolvency. Unsecured creditors’ claims will then 

be converted into equity to the extent needed to 

restore the firm’s capital to the level necessary 

for it to continue operating. The bail-in tool 

ensures investors bear losses rather than the 

taxpayer.  

 

 

4.3 Stages in entering resolution 

The use of resolution tools, or liquidation, is a final 

resort for dealing with a failing institution.  

The process involves broadly four stages and these 

stages may, depending on the circumstances, 

happen in quick succession. In some cases, a step 

may not occur at all, for example where an 

institution may deteriorate so rapidly that there is 

insufficient time to activate its recovery plan before 

failure: 

1. Going concern supervision, where the 
institution is not in stress and complies with its 
regulatory requirements;  

2. Recovery plan activation, where the institution 
has become distressed and it attempts to 
remedy the situation by taking certain pre-
planned recovery actions; 

3. Early intervention, where the institution’s 
situation has deteriorated further and the 
prudential supervisor exercises appropriate 
powers to try and restore the institution’s 
stability; 

4. Resolution or liquidation, where the institution 
fails and is subject to a liquidation process or 
use of one or more of the resolution tools, 
having regard to the institution’s resolution 
plan. 

 
4.4 Failing or likely to fail determination 

An institution will be deemed FOLTF if one or more 

of the following conditions are met: 

• The institution is breaching, or will breach in the 
near future, its minimum conditions of 
authorisation;  

• The institution’s assets are, or will be in the near 
future, less than its liabilities;  

• The institution will be unable in the near future 
to pay its debts or other liabilities as they fall 
due;  

• Extraordinary public financial support is 
required, except where there are particular 
special circumstances for that support. 
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As Resolution is be triggered when there is 

evidence a bank is FOLTF, this can happen before 

it is ‘insolvent’; that is, before it can no longer  pay 

its debts as they fall due or the value of its assets 

falls below the value of its liabilities. The 

conditions for entry into the regime are designed 

to strike a balance between, on the one hand, 

avoiding placing a bank into resolution before all 

realistic options for a private sector solution have 

been exhausted and, on the other, reducing the 

chances of an orderly resolution by waiting until 

it is technically insolvent. 

4.5 Private sector / supervisory measures 

Another condition for use of the resolution tools is 

that there is no reasonable prospect that any 

alternative private sector measures or supervisory 

action would prevent the failure of the institution 

within a reasonable timeframe, having regard to 

timing and other relevant circumstances. Such 

alternative actions include:  

• Private sector solutions, for instance a 
voluntary merger or acquisition;  

• Supervisory action by the GFSC, including ‘early 
intervention’ measures such as:  
o Restricting dividend payment / 

discretionary bonuses 
o Financial restructuring (i.e. debt 

restructuring with creditors) 
o Sale of whole or parts of the business 
o Requiring changes to the legal or 

operational structures of the institution;  
o Write-down and/or conversion of any 

remaining regulatory capital instruments of 
the firm to common equity (where firm is no 
longer viable) 

 
4.6 Public Interest Test   

Resolution action is likely to affect the property 

rights of shareholders and creditors. In order to 

justify these interferences with fundamental rights, 

the Act provides the safeguard that resolution 

action must be necessary in the public interest. This 

assessment will be influenced by the size and 

nature of the critical functions of the failed firm 

 

 

and conditions in the wider financial system at the 

point of failure. The Public Interest is completed as 

part of resolution planning, however, it should be 

noted that this Interest Test they are put into 

normal insolvency proceedings.  

In determining the public interest for this purpose, 

the FSRCC must have regard to the Resolution 

Objectives outlined in page 4. 

Where the conditions for resolution are not met 

the GDGS would compensate eligible depositors up 

to €100,000  and GICS up to a maximum of €20,000. 

On invocation of the DGS, a liquidator will work 

with the FSRCC to facilitate rapid payout (with a 

target of seven days by 2024) of the protected 

deposits. The FSRCC will take over the depositor’s 

claim in the insolvency, equal to the total of their 

eligible deposits. Initially the FSRCC (in its capacity 

as the designated Deposit Guarantee Scheme) can 

levy the industry if necessary to meet any claims 

and recoup the costs later in the insolvency. Once 

this objective is achieved the liquidator will wind up 

the affairs of the firm so as to achieve the best 

result for its creditors as a whole. 

4.7 Resolving an institution 

On entering Resolution, the FSRCC generally 

expects three phases to be conducted: 

1. Stabilisation;  

In this stage the FSRCC exercise control over the 

institution and apply one or more of the resolution 

tools (from Section 4.1) to safeguard the resolution 

objectives. Stabilisation would likely be achieved 

via a bail-in of the institution’s eligible liabilities 

and/or a transfer of some or all of the institution or 

its business. 

In either approach, there will need to be some form 

of loss absorbency (in the form of the firm’s equity, 

subordinated debt and other unsecured debt) 

available to the resolution authority at the point of 

resolution, so that solvency can be restored. 
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In the stabilisation phase, the FSRCC would 

expect to focus on at least the following 

operational factors:  

• Business continuity;  
• The conditions and functioning of IT systems;  
• Transfer of employees and employment 
contracts;  
• Authorisations, for example ensuring that any 
potential purchaser of the institution or part of the 
institution has the appropriate authorisations to 
carry out the business that it may acquire; and 
• Access to FMIs, such as payment, clearing and 
settlement systems. 

Unlike corporate restructuring transactions, 

however, the FSRCC is empowered to act without 

the consent of shareholders, creditors or the 

senior management of the firm. This feature of the 

regime recognises that the firm has failed and is 

designed to ensure that action can be taken 

quickly and effectively to protect financial 

stability. As part of the process the removal or 

replacement of senior management where 

retention (collectively or individually) is 

considered unnecessary or detrimental to the 

continuing operations of the firm is expected. 

Resolutions involving a bail-in:  

A bail-in is generally be planned and executed in a 

number of stages (as below).  

• The run-up to the resolution, where 
preparations are put in place for the resolution 
weekend;  
• The stabilisation period, including the 
resolution weekend, when the bail-in tool is used;  
• The determination and subsequent 
implementation of the necessary restructuring of 
the bank after the bail-in; and  
• The exit from resolution when the final bail-in 
terms and compensation arrangements are 
announced, some months after the resolution 
weekend. 

 

Resolutions involving a transfer: 

The FSRCC have a number of options to resolve a  

 

 

firm in circumstances where it is feasible to find a 

buyer to take over ownership of the firm or all or part 

of its business. The FSRCC could transfer the whole 

of the firm to a private sector purchaser or, if 

potential purchasers need more time to carry out 

due diligence on the assets and liabilities of the 

failing firm, to a bridge bank pending an onward sale 

to a private sector purchaser. If an acquirer had not 

emerged, or it is unlikely an acquirer could be found 

quickly, the alternative would be a ‘partial property 

transfer’ prioritising the transfer of the critical 

functions of the firm. Again, the transfer could either 

be effected directly to a private sector purchaser or 

to a temporary bridge bank in preparation for an 

onward sale. Any part of the firm not transferred, 

such as poor-quality assets, would be placed into 

insolvency under the bank or building society 

administration procedure or transferred to an asset 

management vehicle. 

A transfer (whole or partial) would generally follow 

an auction process in the run-up to the resolution 

weekend, unless it proved necessary to forgo an 

auction on financial stability grounds or in order to 

complete the transaction more speedily. The 

transfer is likely to include at least all deposits that 

are preferred to senior unsecured claims in the 

creditor hierarchy, i.e. all GSGS-protected deposits 

plus the uncovered component of deposits of 

individuals and small and medium-sized enterprises. 

If a private sector purchaser cannot be found 

immediately, a bridge bank could be used to ensure 

continuity of access for depositors. The bridge bank 

would remain in place for as long as necessary to 

arrange an eventual transfer to a private sector 

purchaser once it had had time to complete due 

diligence or until an initial public offering of the 

bridge bank could be arranged. 

2. Firm Restructuring 

Once an institution under resolution has been 

stabilised, the FSRCC would expect a restructuring be 

undertaken to address the causes of its failure and 

restore its viability. 
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If the bail-in tool has been applied, the resolution 

administrator or the directors of the failed firm, 

are required to submit a business reorganisation 

plan to the FSRCC for consideration. Any final 

approved plan would be implemented by the firm 

itself. 

A reorganisation plan must at least contain:  

• A diagnosis of the factors that caused the 
institution to fail, or becoming likely to fail; 
• A set of the measures aimed at restoring the 
long-term viability of the institution under 
resolution; and  
• A timetable for implementation of those 
measures. 

Some form of restructuring is also likely to occur in 

partial transfer resolutions. Part of this is likely to 

take place over the resolution weekend, when 

critical functions (such as transaction-based 

accounts) are transferred to a private sector 

purchaser or bridge bank, backed by supporting 

assets. If a bridge bank is used, some additional 

restructuring may take place to maximise the 

chances of selling the bridge bank through an 

onward transfer or initial public offering. 

3. Exit from resolution. 

The nature and length of the pathway out of 

resolution would depend on the resolution tool/s 

used.  

In a bail-in, it is generally expected that the 

FSRCC’s direct involvement will end once the 

institution is transferred to (new) shareholder 

control. The subsequent business reorganisation 

plan may, however, take a longer period of time to 

implement under GFSC’s oversight. 

Where a sale of business tool is used, exit from 

resolution occurs once that process is completed. 

The bridge institution tool would temporarily 

postpone exit from resolution until, for instance, a 

sale of business could be effected and the FSRCC 

determines that the bridge institution has fulfilled 

its purpose.  

 

 

 

Where all or part of the business of a failed firm is 

transferred to a private sector purchaser, the exit 

from resolution is clear. Where a bridge bank is used, 

it must be a temporary bridge to a more permanent 

arrangement. Similarly, when all or part of the 

business is put into insolvency or administration, 

that procedure will run its course with FSRCC (in its 

capacity as Resolution Authority) involvement 

ending when the pay-out of the bulk of protected 

deposits is complete. 

4.8 Valuations in Resolution 

When applying resolution tools, the FSRCC are be 

required to respect a ‘hierarchy of claims’, consistent 

with key principles within the Act.  These principles 

specify that shareholders must bear first losses, 

followed by creditors. As there may be many types 

of creditors of an institution, a further principle is 

that the FSRCC must endeavour to ensure that 

creditors bear losses in accordance with the 

applicable order of priority of their claims. 

No creditor should incur greater losses in resolution 

than they would otherwise have incurred under 

standard insolvency hierarchy had the institution 

hypothetically been liquidated. This is commonly 

referred to as the ‘no creditor worse-off’ (NCWO) 

principle as outlined under Valuations above. 

GDGS-eligible covered deposits are fully excluded 

from bearing losses in resolution, thereby enjoying 

an exempted status. The parts of eligible deposits of 

natural persons and micro, small and medium 

enterprises (SMEs) exceeding the GDGS coverage 

level (i.e. 100,000 EUR) rank behind eligible covered 

deposits and are preferred to other senior unsecured 

liabilities (including deposits not eligible for GDGS 

coverage, i.e. non-covered, non-preferred deposits). 

4.9 MREL  

Firms with a resolution strategy that may involve 

bail-in or partial transfer must maintain sufficient 

equity and debt resources that can absorb losses and 

provide for recapitalisation in resolution. 
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MREL aims to ensure institutions have sufficient 

capital and liabilities that can be ‘bailed in’, if 

necessary. MREL ensures that investors and 

shareholders – and not the taxpayer – absorb 

losses when a firm fails. It is therefore crucial in 

underpinning institutions’ resolvability. 

MREL comprises of a ‘loss absorption amount’ 

(LAA) and a ‘recapitalisation amount’ (RCA).  In 

July 2019, the RCU issued an industry briefing note 

relating to MREL and to the requirements of firms 

(including binding targets) in this regard. 

4.10 International co-operation 

Depending on where the a bank is headquartered, 

Resolution Colleges and other engagement bring 

the FSRCC and the relevant overseas resolution 

authorities together when planning for and 

carrying out the resolution of a cross border bank 

and other resolution matters. This may also be 

completed in an ‘observer’ role where 

confidentiality equivalency exists. 
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