
A novel use of section 363 of the 
Bankruptcy Code helped lead the 
AmericanWest Bank transaction 
team to a successful outcome that 
prevented seizure of the bank, 
saving the FDIC millions. The 
sale transaction also provided 
partial recovery for stakeholders, 
preserved jobs, and improved the 
capital structure of the bank.

By the end of October 2010, 
AmericanWest Bank, a community 
bank headquartered in Spokane, 
Wash., was one of a number of 
significantly undercapitalized banks 
facing imminent risk of seizure. To 
avoid this scenario, AmericanWest 
Bancorporation (AWBC) and its 
advisors had to develop and execute a 
plan that was both timely and effective. 
With the guidance of its advisors, 
the company pioneered the use of 
section 363 to effectuate an equity 
infusion into the bank and its sale 
to a private equity-backed buyer.

This structure minimized the obstacles 
presented by the company’s capital 
structure, including those posed by 
AWBC’s trust-preferred securities 
(TruPS), and addressed the concerns 
of the company’s regulators. Equally 
important to the success of the 
transaction was the stalking horse 

bidder, SKBHC Holdings LLC (SKBHC), 
a well-capitalized company supported 
by a core of financial institution 
veterans who were highly regarded 
by the regulators. Finally, all of the 
parties cooperated on a pro-active 
communications program to ensure 
that depositors, employees and the 
communities served by AmericanWest 
Bank were well-protected.

The unprecedented approach was 
successful on several fronts:

	 •		The	FDIC	is	estimated	to	have	
saved at least $330 million, 
which would have otherwise 
been expended on seizure costs 
and loss sharing agreements.

	 •		The	AWBC	bankruptcy	and	sale	
of the bank will allow the ultimate 
stakeholders to enjoy a partial 
recovery. Once the bankruptcy 
is effective, there will be a 12 
percent recovery. Had the FDIC 
seized the bank, there would 
have been zero recovery.

	 •		The	swift	sale	alleviated	the	risk	
of a “run on the bank,” caused by 
massive customer withdrawals 
once negative press regarding 
bank seizure becomes public. 

	 •		FDIC	seizure	of	the	bank	and	
subsequent auction would have 

AmericanWest Bank, N.A.
damaged the franchise brand value 
of the regional community bank 
that has with a strong following 
in the inland Northwest.

	 •		At	the	time	of	the	transaction,	the	
bank employed over 500 employees. 
Each of these jobs were maintained 
(or saved) as a result of the sale. 

	 •		The	sale	protected	the	surviving	
bank from liability and adverse 
claims, and AWBC was able to sell 
100 percent equity ownership of the 
bank to SKBHC free and clear of all 
liens, claims, and encumbrances.

	 •		Finally,	and	most	importantly,	the	
capital structure of the bank was 
significantly improved as a result 
of the sale. This, of course, was 
the principal reason why the FDIC 
declined to seize the bank, paving 
the way for the bank’s success.

By the end of 2010, the bank was a 
well-capitalized institution with new 
management and a solid customer 
base. Thanks to the transaction team, 
AmericanWest Bank is well situated to 
pursue opportunities for expansion 
and announced that it intends to 
add four branches in the Pacific 
Northwest through a merger of Bank 
of the Northwest into the bank.
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