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Before We Begin

Submit your questions 

anytime using the Q&A 

function in the control panel

In the handouts section:

• Copy of the slides

• Quarterly Update Articles

• Speaker Biographies

The recording will be available 

on our website within a few 

days of the broadcast

For CPE credit, please answer the 

polling questions throughout the 

webinar and the survey at the end.  

Certificates will be emailed by the 

end of the month.



Today’s Presenters

Mark Scriven Chris Anderson Brandon Paul Lauren Nilan Kristi Griffin Beverly Seier



Today’s Agenda

•Christopher Anderson

Accounting for Investments in Fintech

•Brandon Paul

Getting Prepared for ESG Disclosures

• Lauren Nilan and Kristi Griffin

Considerations for CECL Adoption

•Beverly Seier

Tax Update

•Mark Scriven

Questions



Accounting for Investments 
in Fintech

Christopher Anderson, CPA



Has your financial institution made any investments into fintech 
companies?

A. Yes

B. No

Polling Question



Accounting for Investments in Fintech

• Investing in fintech companies is becoming more common for financial 
institutions

• Satisfy evolving customer preference

• Fintech was once thought to be a threat to traditional banking, but financial 
institutions are now seeing the benefits of partnering with fintech companies

• Enhanced product offerings, improved operating efficiency



Accounting for Investments in Fintech

• Why invest?

• As venture/early-stage companies, fintech companies often need capital to fund 
their innovation and product development

• Financial institutions can provide this capital, while benefitting from the 
investment and the fintech’s service offerings 



Accounting for Investments in Fintech

• Fintech Due Diligence

• In response to the growing number of relationships between financial 
institutions and fintech, the OCC released a guide in August 2021, to assist 
financial institutions in conducting due diligence on fintech companies 

• The guide focuses on six due diligence topics:

• Business experience and qualifications

• Financial condition

• Legal and regulatory compliance

• Risk management and controls

• Information security

• Operational resilience



Accounting for Investments in Fintech

• Accounting for Investments

• Falls into 3 different categories, based on the level of control the investor has 
over the fintech company

• Equity Security

• Significant Influence

• Investments with the Ability to Control

• Management should consider the accounting and reporting considerations 
inherent with each



Accounting for Investments in Fintech

• Equity Security

• Lowest level of involvement on the part of the financial institution

• Generally less than 20% of the voting common stock

• Financial Institution does not have significant influence or the ability to control

• Accounted for as an equity security

• Readily available share price – should be accounted for at fair value, with 
changes in fair value reflected on the income statement

• Share price not readily available – record at cost, and adjust for any observable 
changes in fair value for identical or similar securities



Accounting for Investments in Fintech

• Significant Influence

• Generally 20% - 50% ownership

• This is not a bright line as there are other factors to consider

• Accounted for under the equity method of accounting

• Financial Institution’s share of net income would be reported on the income 
statement

• Investment in fintech would increase by the same amount on the balance sheet



Accounting for Investments in Fintech

• Investments with the Ability to Control

• Typically means obtaining voting interests greater than 50%

• When this occurs, the investment will be accounted for as a business 
combination, and the fintech entity will be included as a consolidated 
subsidiary in the financial institution’s financial statements

• One item to consider at this level is that the fintech could also be subject to 
the financial institution’s internal controls over financial reporting 
requirement and increased regulatory oversight



Getting Prepared for 
Environmental, Social & 

Governance (ESG) Disclosures

Brandon Paul, CPA



In what stage is your institution currently in preparation for ESG 
related disclosures?

A. We are prepared & ready to incorporate ESG disclosures in our next filing

B. This is the first time hearing about ESG

C. Familiar, but would like to know a little more

D. We don’t see ESG ever being applicable

Polling Question



•What is ESG:

• Environmental

• Social

• Governance

•Environmental impact, climate change, and sustainability

• Much of the focus of ESG disclosures 

• Climate change, sustainability, legislation, etc.

•Social efforts

• Labor standards, equality, product safety, etc.

•Governance 

• Compliance, integrity, etc. 

ESG Introduction



•For SEC registrants, it is important to understand the Securities and Exchange 
Commission will likely begin to require public companies to report on climate 
impact in the short term.

• Considerations for ESG - stakeholders are paying attention

• Investors 

• Employees

• Customers

• Increasingly becoming the expectation for public companies

Why is ESG Important?



• Identify any customers operating in industry where climate impact has been 
scrutinized.

• Investors increasingly paying attention

• Becoming the new standard / expectation

•Separate materials can be provided on a website or other publications to 
provide updates on your company’s ESG monitoring / efforts.

• Job applicants / current employees

• Potential customers

General ESG Considerations



• Important to pay attention to ESG impact

• Increased scrutiny already for larger institutions

• Disclosures within their MD&A

• Limited assurance engagements over ESG Disclosures

• Website Materials 

•SEC illustrative sample letter – see link in the Quarterly Communication

Considerations for ESG Disclosures 



Considerations for 
CECL Adoption

Lauren Nilan, CPA Kristi Griffin, CPA



CECL Dates

• CECL standard issued by the FASB in 
June 2016

• ASU 2019-10 delayed the effective date 
until January 2023* for all non-SEC filers 
(including SEC filers which qualify as 
“smaller reporting companies” or 
“emerging growth companies”)

• CARES Act & the Consolidated 
Appropriations Act delayed the effective 
date until January 2022* for SEC filers 
(who don’t qualify as SRCs or EGCs)

*for calendar year entities



When do you plan to adopt CECL?

A. Already adopted

B. 1/1/2022

C. 1/1/2023

D. N/A

Polling Question



Observations from CECL Adopters

• Spoiler alert: the ACL increased as a % of loans upon adoption 

CECL Model Incurred Loss Model

Asset size range $1.3B to $3.1T $100MM to $18B

Average allowance to 12/31/19 loans 0.89% 0.96%

Average allowance to 1/1/20 loans 1.21% N/A

Average allowance to 3/31/20 loans 1.47% 1.05%

Average allowance to 6/30/20 loans 
(excluding PPP)

1.79% 1.21%

Provision expense to total loans 3/31/20 0.44% 0.15%

Provision expense to total loans 6/30/20 0.35% 0.16%



Observations from CECL Adopters

• Larger impacts seen in:

• Financial Institutions with longer portfolio duration

• Larger Financial Institutions 

• Financial Institutions with acquired portfolios

• Financial Institutions with significant unfunded commitments



Observations from CECL Adopters

• Which models were used?

• Probability of Default/ Loss Given Default

• Discounted Cash Flow 

• Weighted-Average Remaining Maturity (WARM)

• Scaled CECL Allowance for Losses Estimator (SCALE) Method

• https://www.supervisionoutreach.org/cecl/scale

• Whatever you do, START EARLY!

https://www.supervisionoutreach.org/cecl/scale


Should We Early Adopt CECL?

• Factors driving institutions to consider early adoption:

• Investor perceptions and expectations for comparability and consistency

• Potential resource constraints during 2022 for January 2023 implementation

• Advantageous to adopt CECL early while allowance levels remain elevated due 

to COVID concerns



Considerations for January 2022 Adoption

• Disclosure of the impact of recently issued accounting standards 

(SEC Staff Bulletin No. 74)

• Qualitative disclosures

• Quantitative disclosures

• Internal control considerations

• Auditor considerations



Considerations for January 2022 Adoption

• Running parallel models during 2021

• Completion of model validation prior to adoption

• Document methodology, policies, and internal controls

• Assess impact to capital/ capital ratios

• https://www.supervisionoutreach.org/cecl/regulatory-capital-phase-in-for-cecl

https://www.supervisionoutreach.org/cecl/regulatory-capital-phase-in-for-cecl


CECL Readiness Checklist
Action Item

Target Completion Date

1/1/2022 Adoption 1/1/2023 Adoption

Preparation Phase

1 Review available accounting guidance 12/31/2019 12/31/2020

2 Identify effective date for your institution 12/31/2019 12/31/2020

Implementation Phase

3 Identify individuals to be involved in the CECL process 12/31/2019 12/31/2020

4 Ensure appropriate access/retention of data to be used 12/31/2019 12/31/2020

5 Evaluate methodologies/ vendors 3/31/2020 3/31/2021

6 Determine loan portfolio segmentation 6/30/2020 6/30/2021

7 Select methodology(ies) / vendor 6/30/2020 6/30/2021

8 Input data into chosen methodology 9/30/2020 9/30/2021

9 Review outputs of CECL methodology vs. current methodology 12/31/2020 12/31/2021

10 Share preliminary results with external auditors and others 12/31/2020 12/31/2021

11 Perform an impact analysis on regulatory capital ratios & other KPIs 3/31/2021 3/31/2022

12 Validate the methodology, process, and impact (consider hiring consultant) 3/31/2021-6/30/2021 3/31/2022-6/30/2022

13 Adjust, as needed 6/30/2021 6/30/2022

14 Finalize methodology, assumptions, and data inputs 9/30/2021 9/30/2022

15 Update policies/ controls/ responsibilities as needed 12/31/2021 12/31/2022

16 Implement and issue financial reports under new standard! 3/31/2022 3/31/2023



Tax Update

Beverly Seier, CPA, CPCU



• Federal Tax Developments

• Tax Considerations for Growing Financial 
Institutions

Today’s Agenda
Tax Update



Federal Tax Developments



Initial Biden tax proposals

➢ Corporate rate – Now 21%/ Biden: 28% plus minimum tax 

➢ Minimum tax – Biden: 15%on book income for corporations with book 
income over $100,000 

➢ Doubling the GILTI tax rate to 21%, applied per country

➢ Top individual tax rate – Now 37%/ Biden: 39.6%

➢ Top capital gains rate – Now 20% + 3.8% NIIT/ Biden 39.6% + 3.8% NIIT

➢ Estate tax – Biden: return to 209 regime; end stepped up basis

Select scheduled TCJA 
changes

➢ Bonus depreciation 
phased down yearly 
20% after 2022

➢ Amortization of R&D 
expense starting in 2022

➢ Individual taxation 
effectively back to pre-
TCJA regime after 2025

➢ Section 199A deduction 
for Qualified Business 
Income expires after 
2025



On May 28, 2021 - Treasury issued “General Explanations of the Administration’s Fiscal 
Year 2022 Revenue Proposals” 

• First “Green Book” issued since 2016

• Summarizes the following significant proposals: 
• Corporate and Individual Tax Rates

• Long Term Capital Gain
• Qualified Dividends
• Net Investment Income Tax

• Renewable & Alternative Energy Tax
• Gain Deferral from Like-Kind Exchanges

Treasury Green Book



Build Back Better bill

• On September 13, 2021, the House Ways and Means Committee Chairman Richard Neal 
released details of tax proposals currently being considered as part of the budget 
reconciliation legislation that is now being developed

• These are mostly tax increase proposals projected to raise approx. $2 trillion over 10 
years

• House bill more modest that Biden’s proposals

Proposed Legislation 



Corporate Tax Rates

• Graduated income tax rates for C Corporations:
• increase from 21% to 26.5% for taxable income over $5 million
• remain 21% for taxable income from $400,000 - $5,000,000
• reduce to 18% under $400,000 of taxable income

• Effective for taxable years beginning after December 31, 2021

Proposed Legislation - Business



Section 162(m) – Executive Compensation Deduction Limitation

• Executive compensation deduction limited to $1 million per year per covered employee 
for publicly traded companies

• History…..
• 2017 Tax Cuts and Jobs Act (TCJA) 

• removed exception for performance-based compensation
• expanded definition of covered employees (CEO, CFO + 3 most highly compensated 

employees for that tax year, excluding CEO & CFO)

• American Rescue Plan Act of 2021
• Expanded group of covered employees for taxable years beginning after 2026 to include 

next 5 highest compensated employees

• Proposed House Bill – Make ARP provisions effective for taxable years beginning after 
December 31, 2021

Proposed Legislation - Business



IRS Information Reporting Proposal

• Require financial institutions to track and report aggregate inflows/outflows of every 
customer account above a de minimis threshold of $600 to the Internal Revenue Service 
by including it on Form 1099-INT

• Democratic concessions: 
• Increase the threshold to $10,000
• Add exemptions, such as payroll deposits and mortgage payments from the 

reporting requirements

• LOBBYING EFFORTS 

Proposed Legislation – IRS Reporting



Individual Tax Rates

• Top individual income tax rate would increase from 37% to 39.6% for taxable income over 
$400,000 for single, $425,000 head of household, and $450,000 for joint filers.
• Without congressional action, would still revert to 39.6% rate in 2025 (2017 TCJA)
• Effective for taxable years beginning after 12/31/2021

• Impose a 3% surtax on individuals, trusts and estates where the modified adjusted gross 
income over $5 million for a joint or individual return ($2.5 million for married filing 
separately) or $100,000 for an estate or trust, for tax years beginning after 12/31/2021

• Top capital gains and qualified dividends tax rate would increase from 20% to 25% 
• Effective for taxable years beginning after 9/13/2021
• A transition rule would retain the 20% rate for capital gains and dividends recognized 

by that date

Proposed Legislation - Individual



Individual Provisions

• Restrict the Qualified Business Income deduction (Section 199A) from pass-through 
entities to a maximum of $500,000 for a joint return and $400,000 for an individual

• Apply the 3.8% net investment income tax to net income from pass-through entities for 
taxable incomes of $500,000 for a joint return (including trusts or estates) and $400,000 
for individuals

• Impose new limits on large IRAs, preventing additional contributions to IRAs where the 
total value exceeds $10 million, and increasing required minimum distributions to 50% of 
the excess of an IRA balance over $10 million.

• Eliminate certain “backdoor” Roth IRA strategies

• Modify the wash sale rules to include commodities, currencies, and digital assets.

Proposed Legislation - Individual



Trusts & Estate Tax

• Impose a 3% surtax on trusts and estates with income in excess of $100,000, for tax 
years beginning after 12/31/2021

• Restrict the use of discounts that reduce the value of wealthy families’ assets for estate 
and gift tax purposes by disallowing discounts for “passive” assets

• The federal estate tax exclusion amount would be reduced to $6,020,000 in 2022 from 
$11,700,000 in 2021

• Place limits on two key estate-and-gift tax planning strategies:
• Grantor trust would to be taxed as part of a decedent’s estate when the decedent is 

the deemed owner of that trust and distributions treated as taxable gifts.  
• Eliminate the use of “intentionally defective grantor trusts” (IDGTs) which have been 

used to transfer wealth without incurring estate tax and would treat a sale to a 
grantor trust as a taxable transaction.

Proposed Legislation–Trusts & Estates



Trusts & Estate Tax

• The new rules for grantor trusts would only apply to future trusts or transfers occurring 
after the bill is enacted so assets in existing trusts should be grandfathered and not 
subject to the new rules.

• There may be time-sensitive items where it could be beneficial to take action now, such 
as making gifts before December 31, 2021, finalizing any pending transactions with 
grantor trusts, among others.

Proposed Legislation–Trusts & Estates



• Relief on the $10,000 state and local tax (SALT) cap

• Repeal of like-kind exchanges

• Elimination of tax-free step-up in basis of assets for estates 

What’s NOT in the House Bill?



Revaluation of Deferred Taxes

• Deferred taxes must be revalued on enactment date for GAAP purposes

• Revaluation adjustments will impact income tax expense or benefit, including unrealized 
gain/loss on available-for-sale securities

• If Deferred tax asset,
• Increased tax rate will increase the asset and create a P&L tax benefit (income)
• Decreased tax rate will decrease the asset and create a P&L tax expense

• If Deferred tax liability, 
• Increased tax rate will increase the liability and create a P&L tax expense
• Decreased tax rate will decrease the liability and create a P&L tax benefit

(income)

Tax Considerations of Rate Change



Corporate Tax Planning

• Acceleration of income or deferral of deductions - Method Changes
• Fee income – looking at book/tax treatment
• Depreciation
• Bad Debt Tax Reserve (for financial institutions under $500 million)

• Tax exempt items
• BOLI
• Tax exempt interest securities

• Tax credits
• Federal
• State – Jobs credits, Retraining Credits, etc.

• Sales tax on software purchases

• State tax nexus - look at where you have employees (including remote), receipts

Tax Considerations - Planning



Tax Considerations for 
Growing Financial Institutions



• Mergers & Acquisitions
• Sec. 382 limitations of NOLs and credits
• Sec. 280G Golden Parachute payments
• Nondeductible merger costs for tax purposes

• Stock Offerings
• Sec. 382 limitations of NOLs and credits

• Geographic Expansion
• Additional payroll and income tax filings
• Potential tax credits

• Controls over Tax Function for Financial Institutions Approaching/Over $500 Million in Assets
• Independence requirements for audit purposes
• Tax provisions should be prepared by financial institution personnel or 3rd party and not 

audit firm
• Proper review and sign-offs should be documented

Tax Considerations for Growing Financial Institutions



Questions?
We’re here to help!



November 17, 2021

FSG Risk Management, Compliance 
& Internal Audit Forum

December 8, 2021

FSG Finance, Accounting and 
Strategy Forum

Coming Soon

Financial Services Quarterly 
Reporting Update Dates

Upcoming 
Financial 
Services 
Group 
Forums

Register for these & all other 
Elliott Davis webinars at 

www.elliottdavis.com/events
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