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Notice of Proposed Rule Making on Adjusting and Indexing
Certain Regulatory Thresholds

— Filing Procedures
— Securities of Nonmember Banks and State Savings Associations

— Restrictions on Sale of Assets of a Failed Institution by the Federal Deposit Insurance
Corporation

— International Banking

— Annual Independent Audits and Reporting Requirements

— Orderly Liquidation Authority
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Management Report
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maintain ICFR structure)
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Independent Audit
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Audit Committee Members
with Financial Expertise and
Independent Counsel
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Why the change?
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1. Thresholds currently do not adjust with inflation

2. Inflation has created “regulatory creep”

Smaller institutions face requirements intended for
larger institutions
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When can the fun start?

1980’s

The savings & loan
crisiss wipes out
nearly 10% of
commercial banks

elliott davis

The FDIC enacts the
Federal Deposit
Insurance Corporation
Improvement Act
which applied to all
banks >$500 million

1991

2005

Part 363 thresholds
were raised to the
$500 million and $1
Billion which we have
today

A temporary reprieve
was granted in 2020 and
2021 to allow banks to
use 2019 assets for
threshold applicability

Notice of proposed
rulemaking on
Adjusting and Indexing
Certain Regulatory
Thresholds published
with a 60 day comment
period following.
Comment period ended
September 2025.

Effective date of the
final ruling is still
unknown!!
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What ICFR requirements remain for $1 < $5B?

« All Financial Institutions:

Management Report submitted along with their Annual Financial Statements that contains:

— Statement of management’s responsibilities for:
Preparing the financial statements.

Establishing and maintaining an adequate internal control structure over financial reporting.
Complying with designated safety and soundness laws/regulations.

 Publicly Traded Financial Institutions:
SOX 404a:
— Management conducts an annual internal assessment and report on the effectiveness of internal controls

— CEO and CFO sign certifications published in the 10-K attesting to the effectiveness of ICFR
SOX 404b:

— Both requirements of SOX 404a noted above AND
— Independent external auditor must audit and provide an opinion on the effectiveness of ICFR
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Filer Status Summary

Filer status summary

The following table summarizes the entry thresholds for the various filer status categories that registrants have to monitor
their annual redetermination date, the auditor attestation requirements for ICFR with filing due date for Form 10-Ks and

Form 10-Qs:
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SRC and non-
accelerated filer

SRC and
accelerated filer

Accelerated filer
(not SRC)

Large accelerated
filer

Less than $75
million

$75 million to
less than $700
million
$75 million to
less than $250
million
$250 million to

less than $700
million

$700 million and

greater

No limit

Less than $100
million

$100 million or
more

$100 million or
more

Not applicable
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Why should I continue to incorporate ICFR into my IA plan?

-

\_

Strong Controls =8 Risks

Inherent Risk

Controls

-

=

The "raw’ risk that exists
before any controls are applied

=

Mitigation efforts to reduce the
likelihood and impact of risk exposure

The level of risk that remains after
controls are in place

N

%
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Historical View of ICFR
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How can I better incorporate ICFR into risk and audit planning?

-

1. Align ICFR with Enterprise Risk Management (ERM)
2. Embed ICFR into audit planning

3. Enhance cross-functional collaboration
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How do I align ICFR with ERM?

-
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* Map ICFR risks to broader
enterprise risks.

» Use a common risk taxonomy to
ensure consistency across functions.

» Integrate ICFR considerations into risk
appetite and tolerance discussions
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How do I embed ICFR into audit planning?
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Include ICFR risk assessment

in annual audit planning.

S

» Prioritize audits based on control
effectiveness and materiality.

» Use ICFR walkthroughs and testing
results to inform audit scope and
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How can I better incorporate ICFR into risk and audit planning?

-
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» Foster collaboration between Finance, Internal Audit, Compliance, and IT.

* Hold joint planning sessions to align on key risks and controls.

« Share findings and insights across teams to avoid duplication and blind spots. /

Risk \
Management
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replay link:

A replay link will be emailed to you in the coming weeks.
A copy of the slides presented today will also be made
available at that time.

feedback welcomed:

We welcome and appreciate your feedback
with the goal of always getting better.

Please visit elliottdavis.com/insights to view upcoming
webinars, events, and additional insights.
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upcoming events

Register at:
https:/www.elliottdavis.com/
events

elliott davis



thank you

“Elliott Davis" is the brand name under which Elliott Davis, LLC or PLLC and Elliott Davis Advisory, LLC and its subsidiary entities provide professional services. Elliott Davis, LLC or PLLC and Elliott Davis
Advisory, LLC (and its subsidiary entities) practice as an alternative practice structure in accordance with the AICPA Code of Professional Conduct and applicable law, regulations and professional
standards. Elliott Davis, LLC or PLLC is a licensed independent CPA firm that provides attest services to its customers. Elliott Davis Advisory, LLC and its subsidiary entities provide tax and business
consulting services to their customers. Elliott Davis Advisory, LLC and its subsidiary entities are not licensed CPA firms. The entities falling under the Elliott Davis brand are each individual firms that are
separate legal and independently owned entities and are not responsible or liable for the services and/or products provided by any other entity providing services and/or products under the Elliott Davis
brand. Our use of the terms “our firm” and “we” and “us” and terms of similar import, denote the alternative practice structure conducted by Elliott Davis, LLC or PLLC and Elliott Davis Advisory, LLC.
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