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SYNOPSIS  
 
Early 2023 was marked by the collapse of three major American banks: Silicon Valley Bank, 
Signature Bank, and First Republic Bank. Weeks, if not days before their respective failures, 
all three banks issued annual financial statements, each of which was audited by the same 
firm, KPMG LLP. KPMG certified that each of the banks presented their numbers fairly and 
accurately to the public. Shortly afterwards, significant flaws within these institutions came 
into public view. Depositors withdrew their holdings with historic velocity, leading to the 
banks’ dramatic collapse. Two days after the last bank collapsed, the Permanent 
Subcommittee on Investigations (“PSI”) launched an investigation into KPMG’s handling of 
the audits of the collapsed banks. During its 28-month inquiry, PSI obtained over 400,000 
pages of documents and conducted nearly 100 hours of briefings and transcribed interviews 
with auditors and regulators. This investigation uncovered the following key takeaways. 
 
1. KPMG had years-long awareness of the problems at the banks that precipitated each 

bank’s eventual failure, but either ignored or justified these concerns, leaving the 
depositors and investors unaware of the banks’ deficient recordkeeping, troubled risk 
management, and other concerning practices. Such omissions included: 
 
• KPMG did not acknowledge at least six factors known to the firm that could threaten 

Silicon Valley Bank’s survival as it finalized its audit 14 days before the collapse. 
• KPMG dismissed credible allegations of widespread fraud at Signature Bank before it 

collapsed and justified deficiencies in the bank’s recordkeeping.  
• KPMG did not alert First Republic Bank’s board of directors to concerns the auditor 

had about the bank’s ability to survive, even as the bank published its quarterly 
earnings release seven days before it collapsed. 
 

2. The auditing industry is significantly underregulated and in need of reform. The agency 
charged with regulating the auditing industry, the Public Company Accounting Oversight 
Board (“PCAOB”), has been undermined by the deeply entrenched auditing industry from 
its creation. In practice, auditors create their own standards and follow their own rules. 
 

3. The 2023 bank collapses harmed thousands of people. Millions more could have lost 
their savings and investments if these collapses had triggered more bank failures in their 
wake. KPMG has thus far faced no meaningful consequences for how it conducted these 
audits, highlighting the need for Congressional action.  

 
The following report encompasses the findings from the Subcommittee’s investigation and 
includes five recommendations for reforming how independent auditors are regulated with 
the aim of increasing corporate transparency and investor protection in our capital markets.  



2 
 

TABLE OF CONTENTS 
 

SYNOPSIS .......................................................................................................... 1 

TABLE OF CONTENTS .......................................................................................... 2 

EXECUTIVE SUMMARY ........................................................................................ 5 

I. 2023 Regional Bank Collapses ............................................................... 12 

a. Silicon Valley Bank ............................................................................. 14 

b. Signature Bank .................................................................................. 17 

c. First Republic Bank ............................................................................ 19 

II. Auditors and Their Regulatory and Ethical Obligations ............................. 21 

III. Conducting an Audit ............................................................................. 23 

IV. KPMG and the Big Four .......................................................................... 28 

V. The Subcommittee’s Investigation .......................................................... 30 

FINDINGS ........................................................................................................ 31 

I. KPMG’s 2022 Audit of Silicon Valley Bank Raises Concerns Regarding 
Whether KPMG’s Judgment and Objectivity Were Compromised by the Firm’s Economic 
Interests 32 

a. KPMG’s Audit Plan, as Presented to Silicon Valley Bank’s Board of Directors 
in May 2022, Did Not Include Rising Interest Rates as a Risk Factor Regarding the Bank’s 
Investment Portfolio or Otherwise ......................................................................... 32 

b. The Federal Reserve Communicated Concerns to KPMG About the Bank’s 
Risk and Internal Audit Functions, but KPMG Determined These Issues Had no 
Implications for Their Audit ................................................................................... 34 

c. As It Finalized Its Audit, KPMG Failed to Acknowledge the Existence of 
Factors Known to the Firm That Could Potentially Threaten Silicon Valley Bank’s Ability 
to Operate as a Going Concern ............................................................................. 41 

d. KPMG Signed a Comfort Letter with Outdated Financial Data for Silicon 
Valley Bank’s Emergency Fundraising in the Hours Before the Bank Run That Led to Its 
Collapse 63 

e. Conclusion ....................................................................................... 68 

II. KPMG Appeared to Justify or Disregard Indicators of Compromised Financial 
Reporting During Its 2022 Audit of Signature Bank ...................................................... 72 



3 
 

a. KPMG Identified “Significant Risk of Error [] and Fraud” in Signature Bank’s 
“Allowance for Credit Loss” Associated with the Bank’s Commercial Real Estate 
Portfolio 72 

b. KPMG Did Not Perform an Independent Review of a Whistleblower 
Allegation of Fraud and Dismissed a Corroborating FDIC Report Despite Knowing 
Regulators Had Documented Concerns ................................................................. 75 

c. Signature Bank’s Novel Cryptocurrency-Based Internal Digital Payment 
Platform Posed Unique Challenges for KPMG’s Audit Team ..................................... 80 

d. Signature Bank’s Resistance to Providing Documentation to KPMG Raises 
Questions as to Whether the Bank Remediated Certain Deficiencies by Year-End, as 
KPMG Communicated to the Bank’s Board of Directors .......................................... 86 

e. Conclusion ....................................................................................... 98 

III. KPMG Continued to Evaluate First Republic Bank in the Weeks Following the 
Release of Its 2022 Financial Statement and Prior to Its Collapse .............................. 101 

a. KPMG Issued an Unqualified Audit of First Republic Bank on February 28, 
2023, Eight Weeks Before Its Failure .................................................................... 101 

b. KPMG Provided Accounting Guidance to First Republic Bank in the Months 
Following the Collapse of Silicon Valley Bank and Signature Bank .......................... 102 

c. Conclusion ..................................................................................... 110 

IV. KPMG’s Relationship with Silicon Valley Bank, Signature Bank, and First 
Republic Bank Demonstrated Potential Threats to the Independence of its Work ....... 113 

a. KPMG Audited Each of the Failed Banks for Decades Before Their Collapse
 113 

b. At Least 11 Individuals with Key Audit Roles for the 2022 Audits of Silicon 
Valley Bank, Signature Bank, and First Republic Bank Had Prior Ties to KPMG or the 
Banks They Were Auditing ................................................................................... 115 

c. Signature Bank’s Chief Risk Officer Maintained a Financial Relationship 
with KPMG for 17 Months After Leaving the Firm and Joining the Bank .................... 118 

d. KPMG’s Chief Operating Officer Made a Surprise Visit to a Closed Session 
of Silicon Valley Bank’s Board of Directors As The Board Considered Accepting Bids for 
a New Auditor .................................................................................................... 120 

CONCLUSION AND RECOMMENDATIONS ....................................................... 126 

I. Congress Should Reform How the Auditing Industry is Regulated ........... 130 

II. Congress Should Require Increased Competition for Audit Firm 
Engagements ........................................................................................................ 131 



4 
 

III. Congress Should Clarify that It is Entitled to Receive Inspection Information
 132 

IV. Congress Should Require Enforcement Actions in the Auditing Industry Be 
Made Public 133 

V. Congress Should Create an Office of the Whistleblower to Provide Actionable 
Information Regarding Auditors .............................................................................. 134 

APPENDICES .................................................................................................. 136 

 

  



5 
 

EXECUTIVE SUMMARY 
On March 8, 2023, Silicon Valley Bank shocked the financial world with its efforts to raise 
emergency capital, sparking imminent concerns about its stability.1 Within forty-eight hours, 
panicked depositors tried to withdraw over $140 billion and the bank collapsed.2 Fear rippled 
across the banking industry as depositors and investors searched for signs of contagion 
spreading to other banks, creating a chain reaction that would lead to the failures of 
Signature Bank and First Republic Bank, create volatility in Treasury markets, and threaten 
the stability of the American economy.3 Ultimately, the federal government extended over 
$300 billion in loans to other banks impacted by deposit flight and spent approximately $40 
billion insuring depositors at failed banks in order to restabilize the financial system.4 
Collectively, the three banks that failed in early 2023 held more assets than the 25 banks that 
collapsed in 2008 during the mortgage crisis.5 Beyond the risk to customer deposits, the 
bank collapses in early 2023 wiped out $54 billion in stocks and bonds as the banks declined 
in value until they became worthless, with one pension fund losing nearly $700 million after 
First Republic Bank collapsed.6 Within days of the collapse of Silicon Valley Bank, $108 
billion of deposits flowed out of smaller banks as 16 percent of Americans moved their 
money in anticipation of further failures.7  
 
Silicon Valley Bank, Signature Bank, and First Republic Bank had more in common than their 
failures. They all had the same auditor: KPMG. By law, independent auditors have a 

 
1 See Bd. Governors Fed. Rsrv. Sys., Review of the Federal Reserve’s Supervision and Regulation of 

Silicon Valley Bank (Apr. 28, 2023), 4, https://www.federalreserve.gov/publications/files/svb-review-
20230428.pdf. 

2 See id. 
3 See Eva Su, Cong. Rsch. Serv., IN12141, The Silicon Valley Bank Failure’s Capital Markets 

Implications (2023), 2, https://www.congress.gov/crs-product/IN12141. 
4 See Gabriel Rubin, Live Coverage: Fed Emergency Lending Jumped to About $300 Billion in Week 

Ended Wednesday, WALL ST. J. (Mar. 16, 2023), https://www.wsj.com/livecoverage/stock-market-news-today-
03-16-2023/card/fed-emergency-lending-jumped-to-nearly-300-billion-in-week-ended-wednesday-
YpGvEAtHbchh4OKdQCG7; U.S. Fed. Deposit Ins. Corp., Annual Report 2023 (Feb. 22, 2024), 8, 
https://www.fdic.gov/about/financial-reports/reports/2023annualreport/2023-arfinal.pdf. 

5 See Karl Russell & Christine Zhang, 3 Failed Banks This Year Were Bigger Than 25 That Crumbled in 
2008, N.Y. TIMES (May 1, 2023), https://www.nytimes.com/interactive/2023/business/bank-failures-svb-first-
republic-signature.html. 

6 See Paige Smith & Jill R. Shah, Busted Banks Wipe Out $54 Billion From Stocks, Bonds During 
Turmoil, BLOOMBERG (May 3, 2023), https://www.bloomberg.com/news/articles/2023-05-03/busted-banks-
wipe-out-54-billion-of-stocks-bonds-amid-turmoil; Rachel Fixsen, With €620m losses, Alecta wins race to 
lead First Republic Bank class action, IPE (Dec. 6, 2023), https://www.ipe.com/news/with-620m-losses-
alecta-wins-race-to-lead-first-republic-bank-class-action/10070500.article. 

7 See Nicholas Reimann, 16% Of Americans Moved Money After Silicon Valley Bank Failure, Poll 
Suggests, FORBES (Mar. 22, 2023), https://www.forbes.com/sites/nicholasreimann/2023/03/22/16-of-
americans-moved-money-after-silicon-valley-bank-failure-poll-suggests/; Lucinda Shen, Big bank deposits 
rise as small banks see outflows, AXIOS (Mar. 27, 2023), https://www.axios.com/pro/fintech-
deals/2023/03/27/big-bank-deposits-rise-small-banks-see-outflows-svb.  
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“fundamental obligation” to protect investors by providing “informative, accurate, and 
independent” assessments of the information companies report to the public about their 
finances.8  
 
KPMG issued an audit opinion for Silicon Valley Bank 14 days before it collapsed, Signature 
Bank 11 days before it collapsed, and First Republic Bank 62 days before it collapsed, 
representing KPMG’s assessment that the banks’ respective financial statements were fairly 
and accurately presented.9 Indeed, in each instance, KPMG publicly certified that the bank’s 
financial statements “present fairly, in all material respects, the financial position of the 
[bank]” and that each bank “maintained, in all material respects, effective internal control 
over financial reporting.”10 These audit opinions, signed by KPMG, left many depositors and 
investors with the impression that each bank was financially sound.11  
 
The banks’ rapid failures following these assurances demonstrate how the current regime for 
executing and issuing audits can fail to illuminate fundamental risks, leading to grave 
consequences both for the company audited and the market. Regulatory assessments 
following the collapse of the banks attributed the failure of these institutions to 
mismanagement that made them vulnerable to market conditions.12 In many cases, the 
regulators acknowledged they had been too slow to identify and address these problems 
with the banks.13 No regulatory assessment suggested that KPMG played a role in the failures 
of the banks, and the Subcommittee does not take a position regarding whether KPMG’s 
audits of Silicon Valley Bank, Signature Bank, and First Republic Bank did or did not violate 
auditing standards, as currently exist. However, PSI’s investigation reveals the extent to 

 
8 Pub. Co. Acct. Oversight Bd., AS 1000: General Responsibilities of the Auditor in Conducting an 

Audit, https://pcaobus.org/oversight/standards/auditing-standards/details/as-1000--general-responsibilities-
of-the-auditor-in-conducting-an-audit (last visited Sept. 9, 2025). 

9 Signature Bank, Annual Report (Form 10-K) (Mar. 1, 2023), at 120; Silicon Valley Bank, Annual Report 
(Form 10-K) (Feb. 24, 2023) at 94; First Republic Bank, Annual Report (Form 10-K) (Feb. 28, 2023) at 200; U.S. 
Fed. Deposit Ins. Corp., FDIC’s Supervision of First Republic Bank, 6 (Sept. 8, 2023) 
https://www.fdic.gov/news/press-releases/2023/pr23073a.pdf. On July 25, 2025, KPMG told the 
Subcommittee: “Consistent with their mandate, federal banking regulators regularly assessed the safety and 
soundness of SVB, Signature Bank, and First Republic Bank… in each case, the regulators assessed these 
banks as unlikely to fail.” Letter from Couns. for KPMG to the Hon. Richard Blumenthal, Chairman, Permanent 
Subcomm. on Investigations, Appendix A, 58 (July 25, 2025) (on file with the Subcommittee).  

10 Silicon Valley Bank, Annual Report (Form 10-K) at 92, (Feb. 24, 2023); Signature Bank, Annual 
Report (Form 10-K) at 110, 118, (Mar. 1, 2023); First Republic Bank, Annual Report (Form 10-K), at 197, (Feb. 
28, 2023). 

11 See e.g., Stephen Foley, Three failed US banks had one thing in common: KPMG, FINANCIAL TIMES 
(May 3, 2023), https://www.ft.com/content/feb33914-493e-467c-b67e-28fcd1b3814d. 

12 See Bd. Governors Fed. Rsrv. Sys., supra note 1, at 1, 4-5; U.S. Fed. Deposit Ins. Corp., supra note 
9, at 5-8; U.S. Fed. Deposit Ins. Corp., FDIC’s Supervision of First Signature Bank (Apr. 28, 2023), 2-3, 
https://www.fdic.gov/news/press-releases/2023/pr23033a.pdf. 

13 See Bd. Governors Fed. Rsrv. Sys., supra note 1, at 5; U.S. Fed. Deposit Ins. Corp., FDIC’s 
Supervision of First Signature Bank, supra note 12, at 3-4; U.S. Fed. Deposit Ins. Corp., supra note 9, at 5. 
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which auditors can be aware of deep flaws within an institution long before they are 
disclosed, or otherwise made apparent, to the public. 
 
For its work on the 2022 audits of the three failed banks, KPMG billed nearly $20 million 
combined.14 Prior to their failure, KPMG had audited Silicon Valley Bank for 28 years, 
Signature Bank for 21 years, and First Republic Bank for 31 out of 34 consecutive years.15 
While it is unclear whether KPMG received payment in full for its work on the 2022 audits, 
the firm has never been required to disgorge the revenue it made from these audits and has 
never otherwise been publicly scrutinized for the audit opinions it issued for these banks—
in some cases just days before they ceased to exist. 
 
On May 3, 2023, two days after the collapse of First Republic Bank, the Permanent 
Subcommittee on Investigations (“PSI” or the “Subcommittee”) launched an investigation 
into KPMG’s audits of each of the three failed banks.16 Throughout the course of that 
investigation, the Subcommittee reviewed more than 400,000 pages of documents, 
conducted ten transcribed interviews with KPMG auditors, and received briefings from the 
SEC, the Public Company Accounting Oversight Board (“PCAOB”), the Board of Governors 
of the Federal Reserve (“Federal Reserve”), and the Federal Deposit Insurance Corporation 
(“FDIC”).17 In the course of its investigation, the Subcommittee consulted a number of 
experts in the fields of public company auditing and regulation, including academics and 
former auditors. 
 
KPMG’s lead audit partner for Silicon Valley Bank told the Subcommittee that assessing a 
client’s “risky or even reckless business strategy” was not KPMG’s responsibility, a sentiment 
with which each of the other lead audit partners told the Subcommittee they agreed.18 The 

 
14 Infra Finding I(e); II(e); and III(c). 
15 Infra Finding IV(a). 
16 Letter from the Hon. Richard Blumenthal, Chairman, S. Permanent Subcomm. on Investigations, 

and the Hon. Ron Johnson, Ranking Member, Permanent Subcomm. on Investigations to Paul Knopp, CEO, 
KPMG LLP (May 3, 2024), https://www.hsgac.senate.gov/wp-content/uploads/2023-05-03-Blumenthal-and-
Johnson-Request-to-KPMG-1.pdf (last visited Sept. 12, 2025). 

17 For simplicity, references to the “Federal Reserve” throughout this report include the Board of 
Governors as well as the regional Federal Reserve banks, unless otherwise specified.  

18 See e.g., PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 154; PSI Interview 
with Lead Audit Partner 1, Partner, KPMG (Jan. 10, 2024) at 10; PSI Interview with Lead Audit Partner 2, Lead 
Audit Partner, KPMG (Feb. 29, 2024) at 10, 19; PSI Interview with Mike Keehlwetter, Audit Partner, KPMG (Jan. 
9, 2024) at 203. “[PSI]: Put another way, the bank could fail as a result of its risky or even reckless business 
strategy, but as long as the financial statements are sound, is it accurate that KPMG would have no cause for 
concern?. . . .  [Witness]: We would evaluate whether there is substantial doubt of the entity’s ability to 
continue its going concern. . . . And if the numbers were presented appropriately and if there is substantial 
doubt [sic] and we obtained the evidence that we needed, that would support our audit opinion.”  PSI 
Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 154. 
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Subcommittee’s review shows how that mindset persisted, even as KPMG encountered 
credible evidence of mounting risks in the final weeks before these banks collapsed. The 
Subcommittee’s findings include the following facts regarding each audit of a collapsed 
bank: 
 
Silicon Valley Bank 
• Awareness of Internal Audit Weakness: The Federal Reserve alerted KPMG to 

“foundational weaknesses” in Silicon Valley Bank’s internal audit department in April 
2022.19 However, KPMG was already aware the department was struggling to produce 
sufficient, timely information.20 In fact, when the Federal Reserve again raised concerns 
about the bank’s internal audit department in January 2023, KPMG told the regulator it 
had not relied on information the department produced in over three years.21 
 

• Erroneous “Going Concern” Analysis: The day before KPMG finalized its 2022 audit, it 
completed a “going concern” analysis, which included a checklist of circumstances that, 
if applicable, could signal a problem with the bank’s continued viability.22 KPMG 
identified no risks to Silicon Valley Bank’s ability to exist as a going concern—just 14 days 
before the bank’s collapse. As KPMG concluded its audit, it failed to identify at least six 
risks, well known to KPMG, which could have led to additional scrutiny of the bank’s 
broader risk profile.23  

 
• Absence of Well-Known Risk in Board Presentation: KPMG failed to incorporate the 

well-known risks of rising interest rates as it presented its 2022 audit plan to Silicon Valley 
Bank’s board of directors in the spring of 2022, and again after completing the audit and 
presenting it to the bank’s leadership in February 2023.24 

 
• Rushed Documentation Amidst Collapse: As Silicon Valley Bank’s stock plummeted 

hours before the bank run preceding its collapse, KPMG signed a comfort letter, using 
ten-day-old data, that the bank would need to issue additional shares of stock for 
emergency capital.25 The bank collapsed before its executives signed the documentation 
needed to issue the letter.26 

 
19 Federal Reserve Bank of San Francisco, Meeting Summary, Quarterly RCM Meeting with KPMG (Apr. 

19, 2022), FRB_SVB_PSI_000012 at 14. 
20 See infra Finding I(b). 
21 See infra Finding I(b). 
22 See infra Finding I(c). 
23 See infra Finding I(c). 
24 See infra Finding I(b). 
25 See infra Finding I(d). 
26 See infra Finding I(d). 
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Signature Bank 
• Mortgage Fraud Allegations Overlooked: Early in the 2022 audit, KPMG learned of 

whistleblower allegations of widespread mortgage fraud that implicated portions of the 
bank’s financial statements pertaining to credit risk.27 KPMG did not conduct an 
independent review of these allegations, instead relying on an oral summary from the 
bank’s law firm.28 KPMG issued an unqualified audit opinion without accounting for the 
allegations.29 
 

• Downplayed “Significant Deficiency”: KPMG auditors struggled to obtain 
documentation from Signature Bank related to a “significant deficiency” in the bank’s 
investment securities portfolio that implicated the bank’s ability to properly value its 
assets.30 KPMG’s second most senior auditor on the engagement team wrote to a team 
member that “signature has like SDs [significant deficiencies], and they don’t give AF.”31 
KPMG told the bank’s board of directors that the deficiencies “were remediated by year-
end” despite facing resistance from the bank in obtaining necessary documentation.32  
 

• CFO Influenced KPMG’s Audit Execution: The bank’s CFO, a former colleague of 
KPMG’s lead audit partner, persuaded the audit team that it did not need to seek certain 
additional information about deficiencies in the bank’s ability to properly value its assets 
— concerns that resonated with flaws in the bank’s recordkeeping that led regulators to 
lose faith in the institution in its final days.33 

 

  

 
27 See infra Finding II(b). 
28 See infra Finding II(b). 
29 See infra Finding II(b). On July 25, 2025, KPMG told the Subcommittee: “KPMG complied with these 

auditing standards and followed accepted industry practices in ‘shadowing’ the investigation performed by 
qualified outside counsel and conducting an assessment as to whether the process followed by outside 
counsel was reasonable, before concluding that they could rely on the investigation findings.” Letter from 
Couns. for KPMG to the Hon. Richard Blumenthal, Chairman, Permanent Subcomm. on Investigations, 
Appendix A, 58 (July 25, 2025) (on file with the Subcommittee). For additional details, see the complete 
workpaper KPMG prepared in response to the whistleblower allegations in Appendix 2. 

30 See infra Finding II(d). 
31 Internal KPMG Communications, (Feb. 2, 2023) KPMG-SBNY-PSI-0000040438 at 40441 (on file with 

the Subcommittee); see infra Finding II(d). 
32 Letter from KPMG to Signature Bank, (Mar. 1, 2023) (on file with the Subcommittee) KPMG-SBNY-

PSI-WP-0000001185 at 1185; see infra Finding II(d). 
33 See infra Finding II(d). 
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• Lacking Cryptocurrency Expertise: The KPMG auditor responsible for testing Signature 
Bank’s proprietary blockchain payment platform, which was central to Signature Bank’s 
business model, did not possess specialized expertise in that technology.34 In fact, he 
could not describe the fundamental principles of cryptocurrency technology when asked 
by the Subcommittee.35 

 
First Republic Bank 
• Failure to Warn the Board of “Going Concern” Risks: 11 days before First Republic 

Bank failed, the bank conducted a regulatorily required analysis of its ability to continue 
as a going concern.36 Internally, KPMG expressed concerns with the assumptions the 
bank used to justify its ability to continue operations. However, the auditor did not raise 
any of these concerns with the bank’s board of directors at a meeting on April 21, 2023, 
ten days before the bank failed.37 

 
• Failure to Challenge Undisclosed Risk in Earnings Release: KPMG read the bank’s 

quarterly earnings release before it was published on April 24, 2023, which did not 
disclose meaningful risks regarding its financial condition or continued viability.38 KPMG 
did not challenge these undisclosed risks. It is unclear whether KPMG would have 
challenged the bank regarding the absence of these disclosures had the bank issued its 
quarterly interim financial statement as scheduled on May 9, using essentially the same 
figures.39 KPMG did not have an obligation to review the bank’s earnings release, but 
would have needed to sign off on its interim financial statement.40 

 

Auditor Independence 
• KPMG’s Revolving Door: Each of the three failed banks had been audited by KPMG for 

decades before they collapsed. The Subcommittee found ten instances in which KPMG 
auditors interacted with former KPMG auditors who worked for the banks at the time of 
the 2022 audit. The Subcommittee also identified one KPMG auditor who had formerly 
worked for an audited bank and was involved in that bank’s audit.41  
 

 
34 See infra Finding II(c). 
35 See infra Finding II(c). 
36 See infra Finding III(b). 
37 See infra Finding III(b). 
38 See infra Finding III(b). 
39 See infra Finding III(b); See Sec. Exch. Comm’n, Request for Comment on Earnings Releases and 

Quarterly Reports (Release Nos. 33-10588; 34-84842; File No. S7-26-18), 14 note 48.  
40 See infra Finding III(b). 
41 See infra Finding IV(b). 
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• Recent Conflict of Interest at Failed Bank: Signature Bank’s Chief Risk Officer had 
served as the lead audit partner for KPMG’s 2021 audit of Signature Bank, signing its 2021 
audit opinion before accepting employment with the bank as its Chief Risk Officer three 
months later.42 The former KPMG partner maintained a financial relationship with KPMG 
for 17 months after joining the bank.43 

 
• Aggressive Push to Retain Business In Final Days Before Collapse: In the final weeks 

of Silicon Valley Bank’s existence, KPMG leadership leaned on their familiarity with the 
bank’s executives in an attempt to retain business after learning the bank’s board of 
directors was considering accepting bids for a new auditor in response to regulatory 
scrutiny.44 This outreach included a surprise appearance at a closed meeting of the board 
and review of a potential $3-4 million charity sponsorship at the request of the bank’s 
CEO.45 

 
Beyond KPMG, the Subcommittee’s findings indicate alarming and pervasive trends within 
the auditing industry, wherein a small number of large firms maintain lengthy relationships 
with their clients.46 These powerful incumbents threaten our capital markets when 
longstanding relationships, which offer steady, lucrative work, incentivize auditors to 
prioritize their client’s satisfaction above the ethical requirements of the profession. In the 
face of a deeply entrenched industry and highly complex subject matter, public interest 
demands that the auditing industry have a robust regulator, possessing both deep subject 
matter expertise and vigorous enforcement tools. As described more fully below, the 
Subcommittee has issued five recommendations promoting more accountability, 
transparency, and competition within the auditing industry to protect investors and ensure 
corporate transparency. These recommendations are intended to prevent the accumulation 
of undisclosed risks within companies, leaving the public uninformed about potential 
corporate failures that threaten the jobs of employees, the savings of investors, and the 
economy at large.   

 
42 See infra Finding IV(c). 
43 See infra Finding IV(c). 
44 See infra Finding IV(d). 
45 See infra Finding IV(d). 
46 See infra Finding IV(a). 
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BACKGROUND 
 
I. 2023 Regional Bank Collapses 
Silicon Valley Bank, Signature Bank, and First Republic Bank all maintained significant 
financial ties to the U.S. technology sector.47 Each of these financial institutions specialized 
in catering to technology startups and their employees.48 True to its name, by 2022, Silicon 
Valley Bank’s customers included nearly half of U.S. venture capital-backed technology and 
life sciences companies.49 In 2018, Signature Bank began marketing to cryptocurrency 
companies by creating specialized deposit accounts and an internal transfer network called 
Signet used by cryptocurrency-related clients to move funds within the bank.50 By 2022, 27 
percent of Signature Bank’s deposits, or about $30 billion out of $109 billion, came from 
digital-asset clients.51 Similarly, First Republic Bank had strategically forged relationships 
with growing technology companies and their employees.52 First Republic Bank established 
services convenient for growing wealth in the tech industry and took measures to incentivize 
tech workers to use their banking and loan services.53 
 
As the Board of Governors of the Federal Reserve (“Federal Reserve”) raised interest rates in 
2023, the technology industry was heavily impacted as investors increasingly sought more 
stable investments.54 Banks that were particularly reliant on the technology industry 
experienced the effects of market tightening in ways that other financial institutions with 
broader, more diverse portfolios did not.55  
 
On March 8, 2023, facing turbulence in the cryptocurrency markets and a historic rise in 
interest rates, Silvergate Bank, a California institution that had recently focused on digital 

 
47 See Rachel Louise Ensign & David Benoit, Signature Bank’s Quirky Mix of Customers Fueled Its Rise 

and Hastened Its Fall, Wall ST. J. (Mar. 16, 2023), https://www.wsj.com/articles/signature-banks-quirky-mix-
of-customers-fueled-its-rise-and-hastened-its-fall-8bc10cd2. 

48 Id. 
49 See SVB, Q4 2022 Financial Highlights (Jan. 19, 2023), 8, 

https://s201.q4cdn.com/589201576/files/doc_financials/2022/q4/Q4_2022_IR_Presentation_vFINAL.pdf.  
50 See Rachel Louise Ensign & David Benoit, supra note 47. 
51 Id. 
52 Rachel Louise Ensign et al., Why First Republic Bank Collapsed, WALL ST. J. (May 1, 2023), 

https://www.wsj.com/articles/first-republic-bank-collapse-why-banking-crisis-61660d96. 
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in-2022/.  
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assets and gone public in 2019, wound down its operations.56 Depositors panicked, trying to 
predict which regional bank might collapse next so they could withdraw any uninsured 
deposits.57 Because the Federal Deposit Insurance Corporation (“FDIC”) only insures bank 
deposits up to $250,000, any businesses or individuals holding above that amount are 
vulnerable to significant losses if their bank fails.58 Accordingly, uninsured deposits are 
considered highly volatile as depositors are more likely to withdraw them at the first sign of 
distress.59 
 
After Silvergate collapsed, Silicon Valley Bank was particularly vulnerable, with 94 percent 
of their deposits uninsured.60 Silicon Valley Bank, in particular, catered to venture-capital-
backed companies in Northern California and had tripled in total deposits between 2019 and 
2021 as the venture capital industry expanded.61 On March 9, 2023, Silicon Valley Bank faced 
historic deposit flight of $42 billion, over 20 percent of its total deposits, in one eight-hour 
period.62 State regulators came to believe the bank faced insurmountable odds and shut it 
down, placing it into FDIC receivership on Friday, March 10.63  
 
That same day, Signature Bank in New York lost $18.6 billion in deposits, primarily during the 
last two hours of business.64 Regulators worked through the weekend to rescue Signature 
Bank, but inaccurate and incomplete collateral information stymied their efforts, and, 

 
56 See Press Release, Silvergate, Silvergate Capital Corporation Announces Intent to Wind Down 

Operations and Voluntarily Liquidate Silvergate Bank (Mar. 8, 2023), 
https://silvergate.com/uncategorized/silvergate-capital-corporation-announces-intent-to-wind-down-
operations-and-voluntarily-liquidate-silvergate-bank/. 

57 See Hannah Lang & Anirban Chakroborti, Crypto-focused bank Silvergate plans to wind down 
following blow from FTX, REUTERS (Mar. 8, 2023), https://www.reuters.com/technology/crypto-focused-bank-
silvergate-plans-wind-down-operations-2023-03-08/. 

58 See U.S. Fed. Deposit Ins. Corp., Understanding Deposit Insurance, 
https://www.fdic.gov/resources/deposit-insurance/understanding-deposit-insurance (last updated Apr. 1, 
2024). 

59 See U.S. Fed. Deposit Ins. Corp., Community Bank Liquidity Risk: Trends and Observations from 
Recent Examinations (last updated Apr. 6, 2023), 10-11, 
https://www.fdic.gov/regulations/examinations/supervisory/insights/sisum17/sisum17-article1.pdf. 

60 Bd. Of Governors of the Fed. Rsrv. Sys., supra note 1, at 94. 
61 Id. 
62 California Banking Regulator Says SVB Oversight Inadequate, REUTERS (May 8, 2023), 

https://www.reuters.com/business/california-banking-regulator-says-svb-oversight-inadequate-2023-05-
08/. 

63 See Ty Roush, SVB Shut Down by California Regulator After Bank Stocks Crash Amid Turmoil, 
FORBES (Mar. 10, 2023), https://www.forbes.com/sites/tylerroush/2023/03/10/svb-shut-down-by-california-
regulator-after-bank-stocks-crash-amid-turmoil/. 

64 See N.Y. Dep’t Fin. Services, New York State Department of Financial Services Internal Review of 
the Supervision and Closure of Signature Bank (Apr. 28, 2023), 5, 
https://www.dfs.ny.gov/system/files/documents/2023/04/nydfs_internal_review_rpt_signature_bank_202304
28.pdf. 
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ultimately, the bank could not raise the needed capital.65 Regulators placed Signature Bank 
into FDIC receivership on the night of Sunday, March 12, 2023, before the markets opened 
the next morning.66 On March 13, First Republic Bank experienced $40 billion in deposit 
outflows.67 The bank survived after receiving $30 billion in deposits from a consortium of 
banks, but continued to lose deposits over the following month and a half.68 On April 24, First 
Republic Bank issued an earnings release for the first quarter of 2023, disclosing a loss of 
$100 billion in deposits over the first quarter of the year.69 First Republic Bank’s stock 
dropped 43 percent on April 28, having fallen a total of 97 percent since January 1, 2023.70 
On May 1, state regulators took possession of First Republic Bank and placed it in FDIC 
receivership.71 FDIC officials accepted a bid from JPMorgan Chase & Co. to assume 
“substantially all assets of First Republic Bank” the same day.72 
 

a. Silicon Valley Bank 
Initially chartered in 1983, for four decades, Silicon Valley Bank served a central role in the 
Northern California venture capital industry.73 However, as interest rates rose in 2022, 
investors moved money from risky sectors, like venture capital, to investment products that 
would benefit from higher interest rates like money market funds, which saw the largest 

 
65 U.S. Fed. Deposit Ins. Corp. supra note 12, at 60. 
66 See U.S. Fed. Deposit Ins. Corp, FDIC Establishes Signature Bridge Bank, N.A., as Successor to 

Signature Bank, New York, NY (Mar. 12, 2023), https://www.fdic.gov/news/press-
releases/2023/pr23018.html. 

67 Martin J. Gruenberg, Chairman, Fed. Deposit Ins. Corp., Testimony to the S. Comm. on Banking, 
Hous. and Urb. Affs., Oversight of Financial Regulators Financial Stability, Supervision, and Consumer 
Protection in the Wake of Recent Bank Failures (May 18, 2023), 
https://www.fdic.gov/news/speeches/2023/spmay1723.html. 

68 See David Gura, First Republic becomes the latest bank to be rescued, this time by its rivals, NPR 
(Mar. 16, 2023), https://www.npr.org/2023/03/16/1163958533/first-republic-bank-silicon-valley-bank-
signature-bank-bank-run. 

69 Mehnaz Yasmin & Nupur Anand, First Republic Bank deposits tumble more than $100 billion as it 
explores options, REUTERS (Apr. 25, 2023), https://www.reuters.com/business/finance/first-republic-bank-
deposits-falls-41-shares-slide-2023-04-24/. 

70 Gina Heeb & Candice Choi, First Republic Stock Closes Down 43%, Then Keeps Dropping After 
Hours, WALL ST. J. (Apr. 29, 2023), https://www.wsj.com/livecoverage/stock-market-today-dow-jones-04-28-
2023/card/first-republic-stock-plunges-again-XBgbS95qogQvM1imd9QC. 

71 Scott Murdoch et al., Regulators seize First Republic Bank, sell assets to JPMorgan, REUTERS (May 1, 
2023), https://www.reuters.com/business/finance/california-financial-regulator-takes-possession-first-
republic-bank-2023-05-01/. 

72 U.S. Fed. Deposit Ins. Corp., JPMorgan Chase Bank, National Association, Columbus, Ohio 
Assumes All the Deposits of First Republic Bank, San Francisco, California (May 1, 2023), 
https://www.fdic.gov/news/press-releases/2023/pr23034.html. 

73 See generally Silicon Valley Bank, Silicon Valley Bank Celebrates 20 Years of Dedication to 
Entrepreneurs (Oct. 17, 2023), https://www.svb.com/news/company-news/silicon-valley-bank-celebrates-
20-years-of-dedication-to-entrepreneurs/; SVB Corp., Annual Report (Form 10-K) (Feb. 24, 2023), Exhibit 
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inflows on record in 2023.74 From 2021 to 2022, startup funding around the world dropped 
35 percent, from $681 billion to $445 billion.75 As a result of Silicon Valley Bank’s 
concentration in venture capital, an industry that is historically sensitive to interest rate 
increases, the bank’s market capitalization fell from $44 billion in January 2022 at the 
beginning of the bank’s 2022 audit period to $17 billion in the weeks before it collapsed in 
March 2023.76 At the same time, customer deposits dwindled, and investors distanced 
themselves from the bank.77  
 
Silicon Valley Bank had over $200 billion in assets leading up to its collapse, of which it had 
classified 46 percent as held-to-maturity (“HTM”) securities, accentuating the market’s 
negative outlook of the bank.78 
 

Available for Sale (“AFS”) vs. Held to Maturity (“HTM”) Securities  

Banks can classify assets, such as bonds and loans, on their balance sheet as 
available-for-sale (“AFS”) or held-to-maturity (“HTM”).79 Assets are AFS by default, 
meaning they can be sold at any time but must be reported at their market value.80 In 
comparison, HTM assets have restrictions on when they can be sold, but are reported at 
amortized cost (the price adjusted over time based upon an estimate of accruing interest 
and scheduled payments) until their maturity date, e.g., a ten-year bond is reported at 
amortized cost throughout the ten years.81 Institutions must have both the “intent and 
ability” to hold an HTM asset until its maturity date in order to classify it as such.82 While 
these securities are considered low risk, providing guaranteed returns if held until 
maturity, they reduce a company’s liquidity because they cannot be easily sold to raise 

 
74 See Bd. Governors Fed. Rsrv. Sys., Material Loss Review of Silicon Valley Bank (2023), 15, 

https://oig.federalreserve.gov/reports/board-material-loss-review-silicon-valley-bank-sep2023.pdf; Dagmar 
Chiella, U.S. Money Market Funds Reach $6.4 Trillion at End of 2023, OFF. FIN. RSCH. (Mar. 26, 2024), 
https://www.financialresearch.gov/the-ofr-blog/2024/03/26/us-money-market-funds-at-end-of-2023/.  

75 See Gene Teare, Global Funding Slide in 2022 Sets Stage for Another Tough Year, CRUNCH BASE NEWS 
(Jan. 5, 2023), https://news.crunchbase.com/venture/global-vc-funding-slide-q4-2022/.  

76 See id. 
77 See Tabby Kinder et al., Silicon Valley Bank profit squeeze in tech downturn attracts short sellers, 

Financial Times (Feb. 22, 2023), https://www.ft.com/content/0387e331-61b4-4848-9e50-04775b4c3fa7. 
78 Bd. Governors Fed. Reserve Sys., Material Loss Review of Silicon Valley Bank (2023), 11-12,  

https://oig.federalreserve.gov/reports/board-material-loss-review-silicon-valley-bank-sep2023.pdf. 
79 See Tim Vipond, Held to Maturity Securities, Corp. Fin. Inst., 

https://corporatefinanceinstitute.com/resources/accounting/held-to-maturity-securities/ (last visited Sept. 
9, 2025). 
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cash.83 HTM securities can also obscure financial difficulties.84 The unrealized value of 
HTM assets can fluctuate as interest rate changes, which can make financial statements 
harder to understand, particularly for those less familiar with accounting.85 
 
Example: If a company purchases bonds worth $100 and classifies them as AFS, they can 
sell them at any time, but they must report them at their market value at all times.86 If, 
however, the same company classifies those bonds as HTM, it could still report the asset 
as valued at $100 on their balance sheet (minus amortization), even if its value declined 
to $75.87 If the company sold one of the bonds before its stated maturity date, the rest of 
the unsold bonds would have to be reported at the market price of $75.88 Thus, while an 
HTM classification avoids market value fluctuations on a company’s balance sheet, it 
comes with the drawback that if part of an HTM classified asset is sold prematurely, the 
company must recognize previously obscured losses across its entire HTM portfolio, 
reducing the flexibility the classification initially appeared to provide. 

 
Facing a precipitous decline in deposits on March 8, 2023, Silicon Valley Bank sold all of its 
AFS securities as part of its efforts to raise emergency capital.89 This abrupt sale caused 
widespread panic among Silicon Valley Bank’s customers and news of it quickly spread on 
social media.90 Because the bank had sold its entire AFS portfolio on March 8, any further 
sale to raise capital would require disposing of its HTM assets, which would require the bank 
to include the amount by which their HTM assets had declined in value on its balance 
sheet.91 In Silicon Valley Bank’s case, such a sale at the time would have exposed a $15 
billion discrepancy on the bank’s balance sheet due to the decline in value of the bank’s HTM 
portfolio caused by declining valuations in the face of interest rate increases.92 On March 8, 
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84 Id.; See Michael J. Walker, Accounting for Debt Securities in the Age of Silicon Valley Bank, FED. 

RSRV. BANK BOS. (Oct. 5, 2023), 4, https://www.bostonfed.org/-
/media/Documents/Workingpapers/PDF/2023/sra-note-2301.pdf. 

85 See John Hintze, Held-to-Maturity Accounting Revisited, GARP (July 7, 2023), 
https://www.garp.org/risk-intelligence/market/held-maturity-accounting-070723. 

86 See Michael J. Walker, supra note 84, at 5.  
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89 See U. Wash. Sch. L., The Silicon Valley Bank Collapse Explained (Mar. 24, 2023), 

https://www.law.uw.edu/news-events/news/2023/svb-collapse. 
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91 See Michael J. Walker, supra note 84, at 5.  
92 Id at 5-6.  
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the day the bank sold its AFS portfolio, Moody’s downgraded Silicon Valley Bank’s credit 
rating from A1 (“subject to low credit risk”) to A3, a moderately riskier designation.93  
 
Panic spread among venture capital backed companies and their investors.94 On March 9, 
2023, depositors withdrew $42 billion in deposits from Silicon Valley Bank, amounting to 
over 20 percent of the bank’s deposits by close of business that day.95 An additional $100 
billion was queued for withdrawal the next morning.96 On March 10, Moody’s further 
downgraded the bank from A3 to Caa1 (“subject to very high credit risk”), informally known 
as “junk bond” status.97 Silicon Valley Bank was unable to fulfill withdrawal requests and was 
placed into FDIC receivership by the California Department of Financial Protection and 
Innovation on the afternoon of March 10.98 In the following months, the FDIC sold most of 
Silicon Valley Bank’s assets to First Citizens Bank and HSBC purchased Silicon Valley Bank’s 
UK operations. 99  On April 28, 2023, the Federal Reserve released a report examining the 
failure of Silicon Valley Bank, finding the bank failed primarily because its “senior leadership 
failed to manage basic interest rate and liquidity risk.”100 
 

b. Signature Bank 
Signature Bank was a New York-based full commercial bank founded in 2001, with total 
assets of $110.4 billion as of December 31, 2022.101 At the time of its failure in March 2023, 
most of Signature Bank’s commercial real estate loan portfolio was concentrated in New 

 
93 Frank Van Gansbeke, The Silicon Valley Bank Collapse and the Polycrisis, FORBES (Mar. 12, 2023) 
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11, 2025). 
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the-day-it-failed (last visited Sept. 11, 2025). 
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99 HSBC, HSBC acquires Silicon Valley Bank UK Limited, (Mar. 13, 2023), 
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York, with $24 billion of $34 billion (70 percent) estimated to be in the New York City area.102 
Prior to its collapse, Signature Bank expanded its business beyond New York and 
commercial real estate into serving companies in cryptocurrency and private equity-related 
businesses.103 In 2019, Signature Bank unveiled Signet, a novel, blockchain-based, internal 
payment platform built on an Ethereum blockchain.104 The new platform was closely aligned 
with Signature Bank’s digital assets group and marketed towards its digital asset 
customers.105 In 2020, Signature Bank expanded to Southern California, opening four new 
offices and hiring dozens of new employees.106  

 
Signature Bank’s business model involved holding an outsized proportion of uninsured 
commercial deposits compared to similarly sized banks.107 This was due to its focus on 
serving business clients.108 In the years before its collapse, Signature Bank’s level of 
uninsured deposits ranged from 63 percent to 82 percent, a stark contrast to its peer 
institutions where median uninsured deposits ranged from 31 to 41 percent.109 Signature 
disclosed in 2022: “Given our business model, our depositor base is more heavily weighted 
to larger uninsured deposits than many other banks.”110  

 
Shortly after the collapses of Silvergate Bank and Silicon Valley Bank on March 8 and  March 
10, 2023 respectively, panicked Signature Bank customers attempted to withdraw a large 
volume of deposits, placing Signature Bank at risk of collapse as well.111 In the days before 
its eventual failure on March 12, 2023, Signature Bank was in frequent contact with state and 
federal banking agencies in an attempt to borrow cash by pledging collateral.112 On Friday, 
March 10, Signature Bank sought to pledge securities to the Federal Reserve, but, according 

 
102 See What’s Inside Signature Bank’s NYC Commercial Real Estate Loan Portfolio? MAVERICK (Mar. 

24, 2023), 5-6, 33, https://insights.maverickrep.com/inside-signature-bank-nyc-cre-loan-portfolio/. 
103 See id.; U.S. Fed. Deposit Ins. Corp. supra note 12, at 2. 
104 See U.S. Fed. Deposit Ins. Corp., supra note 12, at 8; Audit of Signet, Audit Report 2020-07, 

Signature Bank (May 5, 2020), KPMG-SBNY-PSI-WP -0000038447 (on file with the Subcommittee). 
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to the agency, the bank “provided conflicting information on the location of the collateral.”113 
After some delay, this collateral was pledged late Friday night and the bank received some 
liquidity. On Saturday, March 11, Signature Bank proposed pledging loans in an attempt to 
obtain more liquidity.114 The bank was ultimately unsuccessful.115 According to the Federal 
Reserve: “ [Signature Bank] could not quickly provide sufficient and accurate documentation 
of its proposed collateral assets.”116 According to the Federal Reserve: “When [Signature 
Bank] sent information, some loan files were not clearly labeled or consistent with our 
collateral categories.”117 Signature Bank’s inadequate collateral information meant that by 
Sunday, March 12, the bank was closed before the Federal Reserve could address the 
question of valuation of potential collateral against which the bank could borrow liquid 
funds.118 According to the regulator, Signature Bank’s information was “disorganized, 
incorrect, or incomplete,” which significantly hindered any potential rescue efforts.119 

 
On March 12, 2023, Signature Bank was closed by the New York Department of Financial 
Services, which appointed the FDIC as receiver.120 On April 28, 2023, the FDIC released a 
review of Signature Bank’s failure.121 According to the FDIC, the bank failed because “poor 
governance and inadequate risk management practices put the bank in a position where it 
could not effectively manage its liquidity in a time of stress.”122 Specifically, the board and 
management pursued rapid growth without proper risk management practices.123 
Additionally, according to the FDIC, Signature Bank’s association with and reliance on 
deposits from businesses within or connected to the cryptocurrency industry made it 
vulnerable to market turmoil following the implosion of FTX Trading Ltd. in November 11, 
2022.124  
 

c. First Republic Bank 
First Republic Bank was founded in 1985 as a California-chartered commercial bank and 
trust company headquartered in San Francisco.125 The bank’s business was focused on 
offering banking services to high net worth individuals, including residential real estate 
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125 First Republic Bank, Annual Report (Form 10-K) (Feb. 28, 2023), 9. 
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lending, private banking, business banking, wealth management, trust, and brokerage 
services.126 Their focus on wealthy clientele with large deposit balances had the effect of 
attracting a disproportionate amount of uninsured deposits.127 Furthermore, the bank’s 
location in Northern California meant that it serviced many individuals in the tech industry.128 
In 2014, 91 percent of the bank’s mortgage approvals went to high income customers versus 
45 percent for peer institutions.129 At the time of its failure, First Republic Bank had over 
$229.1 billion in assets.130 Over half of these deposits were uninsured, which was higher than 
the median uninsured deposits of its peer banks in the same time frame (31 to 41 percent).131  
 
After the sudden failures of Silvergate Bank on March 8, 2023, Silicon Valley Bank on March 
10, and Signature Bank on March 12, First Republic Bank experienced a lack of market and 
depositor confidence.132 Negative attention from short sellers contributed to a 62 percent 
decline of the bank’s stock price on March 13.133 Depositors withdrew nearly $40 billion that 
day.134 The bank attempted to raise capital by working with outside parties in an effort to stem 
the tide of outflows.135 On March 16, First Republic Bank obtained $30 billion in uninsured 
deposits from several U.S. banks, including Bank of America, Citigroup, JPMorgan Chase, 
and other American banks to assist with its liquidity problems.136  
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Ultimately, this inflow failed to stem the billions of dollars in withdrawals from First Republic 
Bank in the following months.137 First Republic Bank published its earnings release for the 
first quarter of 2023 on April 24, 2023, revealing the bank’s continuing difficulties.138 In 
response, depositors withdrew $10 billion in deposits from April 26 to April 28.139 On May 1, 
the California Department of Financial Protection and Innovation decided First Republic 
Bank was no longer able to operate safely and soundly and placed the bank in FDIC 
receivership.140 First Republic Bank’s deposits and assets were subsequently sold to 
JPMorgan Chase under a purchase and assumption agreement.141  
 
On September 8, 2023, the FDIC issued a report on the collapse of First Republic Bank.142 
The FDIC’s report noted that First Republic Bank had historically been a “respected, well-run 
bank” but that important parts of its business model and management strategies, such as 
rapid growth and overreliance on uninsured deposits, made it vulnerable to rising interest 
rates.143  
 

II. Auditors and Their Regulatory and Ethical Obligations 
The Securities and Exchange Commission (“SEC”) requires publicly traded companies to 
use independent third-party auditors, like KPMG, to provide reasonable assurance that the 
investing public can rely upon the company’s financial statements.144 As noted by the 
Supreme Court in U.S. v. Arthur Young, the filing of audited financial statements serves to 
“obviate the fear of loss from reliance on inaccurate information, thereby encouraging public 
investment in the Nation’s industries.”145 The Public Company Accounting Oversight Board 
(“PCAOB”) tasks auditors with assuring investors that a company's financial statements are 
presented fairly, and free of material misstatements, whether due to error or fraud.146 While 
auditors consider all risks relevant to a company, their primary responsibility is to “express 
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(June 23, 2022), https://www.sec.gov/about/reports-publications/investorpubsaboutauditorshtm; Ctr. for 
Audit Quality, In-Depth Guide to Public Company Auditing: The Financial Statement Audit (May 2011), 
https://www.thecaq.org/wp-content/uploads/2019/03/in-depth_guidetopubliccompanyauditing.pdf.  

145 United States v. Arthur Young & Co., 465 U.S. 805,819 n.15 (1984). 
146 See Corp. Fin. Inst., Why auditors are important, 

https://corporatefinanceinstitute.com/resources/management/auditor/ (last visited Sept. 11, 2025). 
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an opinion on the effectiveness of internal controls over financial reporting.”147 The client’s 
operations and governance may be relevant to an audit in some instances, but they are 
ultimately the responsibility of the company’s management.148 In fact, SEC regulations 
prohibit auditors from making operational decisions for a client.149 
 
Auditors benefit the companies they audit by finding errors in their accounting and reporting, 
potentially detecting fraud, and objectively advising organization management, boards of 
directors, and shareholders.150 Independent auditors also help reduce investor risk, increase 
confidence in financial markets, and demonstrate that a company has competent 
management.151 Federal regulators implement industry standards and guidance to maintain 
the wide benefits auditors provide markets.152 
 
In the United States, while banks are regulated by banking regulators like the FDIC or Federal 
Reserve, if they are publicly traded companies, they are also regulated by the SEC.153 In 
regards to the audits of these companies, the SEC has delegated authority to private 
organizations to issue standards and guidance in its oversight of auditors.154 Specifically, the 
SEC empowers the Financial Accounting Standards Board (“FASB”) to maintain and 
standardize Generally Accepted Accounting Principles (“GAAP”) and the PCAOB to do the 
same for Generally Accepted Auditing Standards (“GAAS”).155 The FASB, an independent, 
nonprofit organization, is the designated authority for standard setting of public accounting 
and establishes the rules for companies that follow GAAP.156 The PCAOB registers public 
accounting firms, establishes audit standards, inspects audit firms, and investigates and 
disciplines public accounting firms for violating rules, laws, or professional standards.157  
 

 
147 Letter from Couns. for KPMG to the Hon. Richard Blumenthal, Chairman, Permanent Subcomm. 

on Investigations, Appendix A, 6 (July 25, 2025) (on file with the Subcommittee). 
148 Board of Governors of the Federal Reserve System, “Consolidated Supervision Framework for 

Large Financial Institutions,” SR letter 12-17/CA letter 12-14 (Dec. 17, 2012), 
https://www.federalreserve.gov/supervisionreg/srletters/sr1217.htm. 

149 SEC Rule 2-01(c)(4) of Regulation S-X, 17 C.F.R. 210.2-01 (c)(4); see also Section 10A(g) of the 
Securities Exchange Act of 1934, 15 U.S.C. § 78j-1(g). 

150 See Corp. Fin. Inst., supra note 146. 
151  Id. 
152 Pub. Co. Acct. Oversight Bd., About, https://pcaobus.org/about/ (last visited Sept. 11, 2025). 
153 See RAJ GNANARAJAH, CONG. RSCH. SERV., R44894, ACCOUNTING AND AUDITING REGULATORY STRUCTURE: 

U.S. AND INTERNATIONAL (2017), https://crsreports.congress.gov/product/pdf/R/R44894. 
154 Id. 
155 Id. 
156 See Fin. Acct. Standards Bd., About the FASB, https://fasb.org/about-us/about-the-fasb (last 

visited Sept. 11, 2025). 
157 See Pub. Co. Acct. Oversight Bd., supra note 152. 
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At the core of an auditor’s responsibilities lies the obligation to thoroughly evaluate a 
company’s financial statements for the risk of material misstatements.158 Accordingly, 
auditors must apply “professional skepticism” throughout their work.159 The PCAOB states 
that:  
 

Professional skepticism is an attitude that includes a questioning mind and a 
critical assessment of audit evidence. The auditor uses the knowledge, skill, 
and ability called for by the profession of public accounting to diligently 
perform, in good faith and with integrity, the gathering and objective evaluation 
of evidence.160  
 

Auditor independence constitutes another pillar of professional auditing standards and 
conduct.161 The PCAOB requires that auditors maintain an unbiased, impartial, and fair 
attitude towards their client in all matters.162 Auditor independence is an essential part of the 
profession, allowing auditors to fulfill their role while protecting the integrity of U.S. 
markets.163 Thus, PCAOB guidance imposes a number of constraints on auditors, such as 
restrictions on the consulting work auditors are allowed to perform for a client and 
prohibitions on certain financial relationships between auditors and their clients to prevent 
them from becoming too close, risking the compromise of their objectivity and 
impartiality.164 
 

III. Conducting an Audit 
Auditors generally complete and deliver their opinion on a company’s financial reporting 
early in the year, following the audit period, for inclusion in the company’s annual financial 

 
158 See Verifiability in Accounting: Principles, Practices, and Technology, ACCOUNTING INSIGHTS (June 4, 

2024), https://accountinginsights.org/verifiability-in-accounting-principles-practices-and-technology/.  
159 Pub. Co. Acct. Oversight Bd., AU Section 230: Due Professional Care in the Performance of Work 

(Nov. 1972), https://pcaobus.org/oversight/standards/archived-standards/pre-reorganized-auditing-
standards-interpretations/details/AU230.  

160 Id. at 230.07. 
161 Pub. Co. Acct. Oversight Bd., AU Section 220: Independence, (Nov. 1972), 

https://pcaobus.org/oversight/standards/auditing-standards/details/AU220. 
162 Id.  
163 See Pub. Co. Acct. Oversight Bd., Rule 3520: Auditor Independence, 

https://pcaobus.org/about/rules-rulemaking/rules/section_3#rule3520; Paul Munter, The Critical Importance 
of the General Standard of Auditor Independence and an Ethical Culture for the Accounting Profession, SEC. 
EXCH. COMM’N (June 8, 2022), https://www.sec.gov/newsroom/speeches-statements/munter-20220608. 

164 Pub. Co. Acct. Oversight Bd., ET Section 101: Independence 
https://pcaobus.org/oversight/standards/ethics-independence-rules/details/et-section-101---independence-
-integrity--and-objectivity---.01; Sec. Exch. Comm’n, Audit Committees and Auditor Independence, 
https://www.sec.gov/info/accountants/audit042707.pdf.  
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statement.165 While the work auditors conduct often reaches a peak of activity in the weeks 
prior to issuing their audit opinion, they conduct fieldwork year-round.166 Auditors establish 
an audit plan that includes a planned risk assessment and response to any potential risk of 
material misstatement.167 As auditors conduct an audit within the parameters, goals, nature, 
and timing set within the audit’s scope, they produce workpapers that “facilitate 
accomplishing the engagement’s objectives” by documenting audit steps and the auditor’s 
conclusions and reasoning.168 The PCAOB provides guidance to auditors to “prepare audit 
documentation in connection with each engagement conducted pursuant to the standards 
of the PCAOB.”169  
 
PCAOB rules provide several different ways that auditors must raise concerns to the 
investing public at the conclusion of a year-end audit, such as issuing an adverse audit 
opinion or disclosing a “going concern” risk.170 In practice, existing PCAOB guidance offers 
auditors discretion in using professional judgment when determining whether matters 
relating to the business or financial statement deviate from GAAP.171  
 
PCAOB standards require auditors to include the details of how they assess topics that 
involve “challenging, subjective, or complex auditor judgment” in their audit opinion.172 This 
disclosure is known as a critical audit matter (“CAM”) and serves to inform the public about 
difficulties encountered in the audit process.173 Critical audit matters span a variety of 

 
165 See U. Tex. Austin Off. Internal Audits, Audit Process: Planning, Fieldwork, Reporting, Follow-up, 

https://audit.utexas.edu/audit-process (last visited Sept. 12, 2025); PSI Interview with Mike Keehlwetter, Audit 
Partner, KPMG (Jan. 9, 2024) at 35. 

166 See U. Tex. Austin, Audit Process, supra note 165.  
167 See Pub. Co. Acct. Oversight Bd., AS 2101: Audit Planning, 

https://pcaobus.org/oversight/standards/auditing-standards/details/as-2101-audit-planning-2022 (last 
visited Sept. 12, 2025).  

168 Inst. of Internal Auditors, Global Knowledge Brief: Effective workpapers (2018), 2, 
https://www.theiia.org/globalassets/site/content/articles/global-knowledge-brief/2018/may/effective-work-
papers_update.pdf.  

169 Pub. Co. Acct. Oversight Bd., AS 1215.04: Audit Documentation Requirement, 
https://pcaobus.org/oversight/standards/auditing-standards/details/AS1215 (last visited Sept. 12, 2025). 

170 Pub. Co. Acct. Oversight Bd., Implementation of Critical Audit Matters: The Basics, 5 (Mar. 18, 
2019), https://pcaobus.org/Standards/Documents/Implementation-of-Critical-Audit-Matters-The-Basics.pdf. 

171 See Pub. Co. Acct. Oversight Bd., AS 3105: Departures from Unqualified Opinions and Other 
Reporting Circumstances, https://pcaobus.org/oversight/standards/auditing-standards/details/AS3105 (last 
visited Sept. 12, 2025). 

172 Pub. Co. Acct. Oversight Bd., supra note 170. 
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potential topics, but often highlight auditor challenges with valuation of expected income or 
liabilities, income taxes, acquisitions, and inventory, among other subjects.174 
 

Critical Audit Matters 
Critical audit matters are disclosures in an audit opinion that indicate areas of the audit 
that are important to the company’s financial statements and require the auditor to use 
“especially challenging, subjective, or complex auditor judgment.”175 The need for 
including a critical audit matter in an auditor’s opinion arises when the topic of the critical 
audit matter involves significant risk, significant unusual transactions, or the need for 
special skill and expertise to evaluate audited information.176 Despite their intention to 
highlight crucial areas of potential risk, critical audit matters have been criticized for 
providing insufficient information to consumers to determine the significance of any 
concerns with the audit or how serious a given concern may be, leading to what some refer 
to as “pseudo-transparency.”177 

 
Another type of disclosure that PCAOB rules require auditors to include in certain 
circumstances relates to the auditor’s assessment of whether an entity will likely be able to 
continue operations in the future.178 If the auditor believes that a company will likely cease 
to be viable, the auditor must disclose as much in their audit opinion.179  
  

 
174 Maria L. Murphy, Critical audit matters: What firms are reporting, J. OF ACCOUNTANCY (Oct. 4, 2019), 

https://www.journalofaccountancy.com/news/2019/oct/cpa-firm-reporting-critical-audit-matters-
201921907/. 

175 Pub. Co. Acct. Oversight Bd., supra note 170. 
176 Id. 
177 Matthew Ege et al., When Critical Audit Matters (CAMs) are Informative: Evidence from Artificial 

Intelligence (AI)-benchmarking, BRETTONWOODS SKI CONFERENCE (Feb. 2025), 2, 
https://www.brettonwoodsskiconference.com/uploads/b/f9bfc8b0-0251-11ed-a646-
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178 See Pub. Co. Acct. Oversight Bd., AS 2415: Consideration of an Entity’s Ability to Continue as a 
Going Concern, https://pcaobus.org/oversight/standards/auditing-standards/details/AS2415 (last visited 
Sept. 12, 2025). 
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Going Concern Disclosure 
As part of closing out a company’s year-end audit, auditors must evaluate that entity’s 
ability to continue as a going concern for at least one year into the future.180 While PCAOB 
standards do not prescribe a numerical threshold against which companies must be 
assessed, many auditors interpret the rules to mean that a company will not be able to 
continue as a going concern if it is probable that the entity will be unable to meet its 
obligations as they come due. When that threshold is met, PCAOB standards require the 
disclosure of that finding in the financial statements and may require an explanatory 
paragraph in the audit opinion. 181 Throughout the audit, auditors must raise any issues that 
present substantial doubt about an entity’s ability to continue operations and review any 
operation and management plans that could potentially mitigate such a risk.182 PCAOB 
standards stipulate that the absence of a going concern disclosure in an audit opinion 
should not be viewed as an assurance by the auditor of an entity’s ability to continue as a 
going concern.183 

 
Auditors may issue different types of opinions depending on the issues that arise over the 
course of that audit. These range from an unqualified opinion which indicates that all 
financial statements were found to be in accordance with applicable reporting 
requirements, to a qualified opinion, which indicates concerns with the audit. When 
auditors discover disparities in their client’s financial reporting they are unable to resolve by 
the end of the audit, or the auditor is unable to receive all information necessary to complete 
their audit, they may need to issue other forms of opinions, such as adverse or disclaimer 
opinions.184  
  

 
180 PCAOB standards require auditors to assess an entity’s ability to continue as a going concern for a 

“reasonable period of time,” not to exceed one year beyond the date of the financial statement. Id. 
181 See id; Anthony Mosco & Mark Crowley, A Summary of Key Provisions of FASB’s ASU on Going 

Concern, WALL ST. J., https://deloitte.wsj.com/riskandcompliance/fasb-issues-asu-on-going-concern-
1411099313 (last visited Sept. 12, 2025). 

182 See Pub. Co. Acct. Oversight Bd., supra note 178. 
183 See id. 
184 See Pub. Co. Acct. Oversight Bd., AS 3105: Departures from Unqualified Opinions and Other 

Reporting Circumstances, https://pcaobus.org/oversight/standards/auditing-standards/details/AS3105 (last 
visited Sept. 12, 2025). 
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Types of Opinions an Auditor can Issue 
Unqualified 
Opinion 

An auditor will provide an unqualified opinion “when the auditor 
conducted an audit in accordance with the standards of the [PCAOB] 
and concludes that the financial statements, taken as a whole, are 
presented fairly, in all material respects, in conformity with the 
applicable financial reporting framework.”185  

Qualified Opinion A qualified opinion indicates that the audit discovered matters of 
concern that deviate from GAAP, and are material to the financial 
statement, but do not rise to the level of an adverse opinion.186  

Adverse Opinion An adverse opinion indicates that a company’s accounting does not 
fairly display the financial position of the company or that the 
company’s operations and cash flow stray from GAAP.187 In the event 
that an auditor is unable to form or has no opinion on the fairness of 
the financial statement and its adherence to GAAP, the auditor may 
issue a disclaimer of opinion on the audit report.188 
 
Note: Auditors must also issue a qualified or adverse opinion if they 
discover acts in violation of laws or policies. The PCAOB’s guidance 
on Non-Compliance with Laws and Regulations (“NOCLAR”) 
requires auditors to report instances in which a company acts 
contrary to laws or regulations.189 

Disclaimer 
Opinion 

A disclaimer of opinion, as the PCAOB explains, is “appropriate when 
the auditor has not performed an audit sufficient in scope to enable 
him or her to form an opinion on the financial statements.”190 If an 
auditor believes other information or subject matter should be 
included in making this determination, other than the narrow scope 
of the audit, the auditor is guided to include such information in their 
report.191 

 
185 Pub. Co. Acct. Oversight Bd., AS 3101: The Auditor’s Report on an Audit of Financial Statements 

When the Auditor Expresses an Unqualified Opinion, https://pcaobus.org/oversight/standards/auditing-
standards/details/AS3101 (last visited Sept. 15, 2025). 

186 See id. at 184. 
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189 Pub. Co. Acct. Oversight Bd., AS 2405.10: Audit Procedures in Response to Possible Illegal Acts, 

https://pcaobus.org/oversight/standards/auditing-standards/details/AS2405 (last visited Sept. 12, 2025). 
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Beyond year-end audits, auditors like KPMG can produce other work products that 
independently verify a company’s financial statements to the public.192 For instance, SEC 
regulations require underwriters to investigate and verify statements of material fact related 
to the issuance of securities.193 Thus, underwriters commonly request an auditor, such as 
KPMG, to draft a “comfort letter” as part of the underwriter’s due diligence during the 
production of a registration statement, which demonstrates that the underwriter executed a 
reasonable investigation.194 According to PCAOB guidance, comfort letters are required to 
assure the independence of accountants; to verify that audited financial statement and 
financial schedules included in the registration statement comply with federal rules and 
regulations, and to highlight “changes in capital stock, increases in long-term debt, and 
decreases in other specified financial statement items.”195 Under PCAOB rules, auditors may 
also prepare tax returns for companies and perform other non-audit services such as tax 
provision assistance, due diligence, certain advisory work, and agreed-upon procedures, so 
long as they do not impair the auditor’s independence.196 
 

IV. KPMG and the Big Four 
KPMG is one of the largest auditing companies in the world, providing audit, tax, and advisory 
services in 142 countries, with more than 275,000 partners and employees.197 While KPMG’s 
audit, tax, and advisory divisions have different focuses, they are integrated into a single 
organization and collaborate with one another.198 KPMG governance is facilitated by KPMG 
International, which coordinates the global KPMG brand, audit quality, best practices, and 
general firm bureaucracy.199 KPMG audited Signature Bank since it was founded in 2001 and 

 
192 See Cornell L. Sch. Legal Info. Inst., Comfort letter, 

https://www.law.cornell.edu/wex/comfort_letter (last visited Sept. 10, 2025). 
193 15 U.S.C. § 77(k) (1998). 
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195 See Pub. Co. Acct. Oversight Bd., AS 6101: Letters for Underwriters and Certain Other Requesting 

Parties, https://pcaobus.org/oversight/standards/auditing-standards/details/AS6101 (last visited Sept. 12, 
2025).  

196 Pub. Co. Accounting Oversight Bd., Rule 3524: Audit Committee Pre-Approval of Certain Tax 
Services (as amended through Mar. 31, 2024), https://pcaobus.org/about/rules-rulemaking/rules/section_3. 
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Silicon Valley Bank since 1994.200 KPMG had also audited First Republic Bank since 1989, 
except for a three year span from 2007 to 2010.201 
 
KPMG, Deloitte LLP, Ernst and Young Americas LLC (“EY”), and PricewaterhouseCoopers 
LLP (“PwC”) are known as the “Big Four” auditing firms because together, they audit 
approximately 90 percent of all publicly traded companies in the United States and control 
99.7 percent of the market share for audits of companies in the S&P 500 index.202 KPMG 
alone audited 96 companies in the Fortune 500 as of September 2024.203 This market 
concentration has increased over time. By the 1980s, accounting was dominated by the “Big 
Eight,” until 1987, when KMG Main Hurdman merged with Peat, Marwick, Mitchell & Co. to 
form KPMG.204 Accounting firms continued to merge, and following the collapse of Arthur 
Anderson in 2002, only the Big Four remained.205 
 
In the last two decades, the total auditing revenue from the Big Four has grown from $11 
billion in 2000 to $21 billion in 2022.206 As the Big Four firms have expanded, smaller firms 
have faced barriers to earning the business of lucrative clients, with some large public 
companies indicating that only large firms, like the Big Four, offer the “industry expertise and 
technical capability” necessary for auditing them.207 Because the auditing market is so 
concentrated, experts in government and academia have expressed concern over a failure 

 
200 See Signature Bank General Information, PITCH BOOK, 

https://pitchbook.com/profiles/advisor/51425-47 (last visited Sep. 12, 2025); SVB Financial Group, Annual 
Report (Form 10-K) (Feb. 24, 2023), 95; Signature Bank, Annual Report (Form 10-K), 120, (Mar. 1, 2023). 
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shifting-landscape; The Big Four Has a 99.7% Market Share on S&P 500 Audits, VORONOI (Mar. 29, 2024), 
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implications_674; U.S. GOV’T ACCOUNTABILITY OFF., GAO-08-163, Audits of Public Companies: Continued 
Concentration in Audit Market for Large Public Companies Does Not Call for Immediate Action (Jan. 2008), 
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of one of the Big Four firms, which could exacerbate the concentration in the industry, 
leaving behind the “Big Three.”208 These concerns could potentially give the Big Four 
formidable influence over the SEC and the PCAOB.209 In other words, regulators may be 
hesitant to push back against these auditing giants, fostering an environment where the 
firms feel less inhibited by ethical and professional restraint, confident they are “too big to 
fail.”210 
 

V. The Subcommittee’s Investigation 
On May 3, 2023, the Permanent Subcommittee on Investigations initiated an inquiry into 
KPMG related to its audits of Silicon Valley Bank, Signature Bank, and First Republic Bank.211 
The Subcommittee thereafter reviewed approximately 115,000 documents from KPMG 
representing approximately 400,000 pages, including workpapers for the 2022 audits for 
Silicon Valley Bank, Signature Bank, First Republic Bank and their U.S. subsidiaries, as well 
as emails and instant message communications for KPMG auditors between January 1, 
2022, and May 1, 2023. PSI also reviewed approximately 7,000 documents from the FDIC 
and the Federal Reserve related to KPMG’s audits of the three banks.212 Documents obtained 
by the Subcommittee from the FDIC and the Federal Reserve included meeting notes and 
email correspondence between KPMG and the regulators for Silicon Valley Bank, Signature 
Bank, and First Republic Bank. PSI also obtained meeting minutes for each bank’s board of 
directors. The Subcommittee conducted transcribed interviews with ten KPMG auditors. 
These included interviews with the KPMG lead audit partners, lead audit managers, and 
senior audit managers for Silicon Valley Bank, Signature Bank, and First Republic Bank that 
contributed to and oversaw audits of each bank. Additionally, the Subcommittee received 
briefings from the SEC, the PCAOB, the Federal Reserve, the Federal Reserve Bank of New 
York, and the FDIC.  
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I. KPMG’s 2022 Audit of Silicon Valley Bank Raises Concerns Regarding 
Whether KPMG’s Judgment and Objectivity Were Compromised by the 
Firm’s Economic Interests 
 

a. KPMG’s Audit Plan, as Presented to Silicon Valley Bank’s Board of Directors in May 
2022, Did Not Include Rising Interest Rates as a Risk Factor Regarding the Bank’s 
Investment Portfolio or Otherwise 

KPMG’s work on Silicon Valley Bank’s 2022 audit began shortly after the bank issued its 2021 
financial statement.213 KPMG met with Silicon Valley Bank to present an audit plan for the 
2022 audit on April 22, 2022, shortly after it completed its 2021 audit for the bank.214 The 
audit plan presented by KPMG proposed dividing the 2022 audit into four stages: 
 
• March-May: “Planning and Risk Assessment,” involved obtaining and updating an 

understanding of the bank and its environment and inquiring of the board of directors, 
management, and others about risks of material misstatement.215 
 

• June-August: “Q2 sprints,” involved ongoing risk assessment procedures, testing 
operating effectiveness, and communicating the plan to bank management.216 

 
• September-December: “Q3 Sprints,” involved evaluating and performing audit 

procedures.217 
 

• January-February: “Year-end Sprints,” focused on completing testing and finalizing the 
audit to present to the board of directors.218 
 

During the meeting at which KPMG presented the 2022 audit plan to Silicon Valley Bank’s 
Board of Directors, KPMG identified and communicated several potential risks, including 
risks of error and fraud in how the bank accounted for potential losses on loans and credit in 
the coming year.219 The presentation did not reference any issues with the bank’s risk 

 
213 See SVB Financial Group, Annual Report (Form 10-K) (Mar. 1, 2022), 97; SVB Financial Group, 

Q1’22 Audit Committee Meeting, Q1 Review Update, FY’22 Audit Plan & Fee Pre-Approval Requests, KPMG 
(Apr. 13, 2022), KPMG-SVB-PSI-WP-0000022812 at 22819 (on file with the Subcommittee). 
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management or internal audit department, factors the Federal Reserve flagged to KPMG 
throughout the audit.220 Likewise, KPMG did not cite any risks associated with rising interest 
rates or their impact on the venture capital industry, which analysts cited after the bank 
collapsed as a stressor that prompted the bank run which ultimately led to the bank’s 
demise.221 The risks identified at the beginning of the audit influenced how the audit was 
executed, for instance indicating which workpapers should be completed to address the 
concerns identified.222 

 
KPMG had reason to be aware of risks that were not included it its audit plan.223 Silicon Valley 
Bank’s regulators, which included the Federal Reserve, the FDIC, and the California 
Department of Financial Protection and Innovation, conferred with Jack Pohlman, the lead 
audit partner for KPMG’s audit team for Silicon Valley Bank since 2021, and other senior 
members of the audit team at quarterly meetings to discuss high level concerns regarding 
the bank.224 KPMG met with the bank’s regulators on January 18 and April 19, 2022, prior to 
KPMG presenting its audit plan to Silicon Valley Bank on April 22.225 In these meetings, the 
Federal Reserve discussed Silicon Valley Bank’s outstanding supervisory letters, which were 
available to KPMG, and communicated to KPMG that it was concerned with aspects of the 
bank’s risk management in the face of “unprecedented growth” in deposits and worried that 
problems the bank had with building out its risk division pointed to “foundational 
weaknesses.”226 

 
Mr. Pohlman attended Silicon Valley Bank’s board meetings monthly and met with senior 
bank officials (including the bank’s Chief Executive Officer, Chief Financial Officer, and 
others) at least quarterly to receive updates on the state of the bank.227 Meeting notes prior 
to KPMG presenting the 2022 audit plan to the bank’s board of directors detailed discussions 
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222 See PSI Interview with Jack Pohlman, Lead Partner, KPMG (Feb. 15, 2025) at 153. 
223 Id. at 123-25. 
224 Id. at 4, 123-25. 
225 See Federal Reserve Bank of San Francisco, Meeting Summary, Quarterly RCM Meeting with KPMG 

(Apr. 19, 2022), FRB_SVB_PSI_000012 at 14 (“foundational weaknesses”) (on file with the Subcommittee) 
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Quarterly RCM Meeting with KPMG (Jan. 18, 2022), FRB_SVB_PSI_000009, 10 [hereinafter Fed Meeting 
Summary Jan. 18, 2022]. 

226 Fed Meeting Summary Apr. 19, 2022, supra note 225, at 14; Fed Meeting Summary Jan. 18, 2022, 
supra note 225, at 10. 

227 See Q1’22 Quarterly Update, Treasury, KPMG, KPMG-SVB-PSI-WP-0000023067 (on file with the 
Subcommittee); Q1’22 CEO Meeting with Greg Becker, KPMG, KPMG-SVB-PSI-WP-0000056560 (on file with 
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of the impact of rising interest rates on the venture capital industry and Silicon Valley Bank.228 
For instance, second quarter meeting minutes between KPMG and the CEO regarding the 
first quarter note “the impact of cooling in the economy” and expectations for how the 
venture capital industry would progress over the course of the year.229 However, KPMG failed 
to elevate those issues as potential risks to the bank’s leadership, both upon presenting the 
2022 audit plan and upon the completion of the audit.230 
 
Mr. Pohlman continued to meet with Silicon Valley Bank’s leadership as the audit 
progressed. On January 17, 2023, KPMG previewed an unsigned draft of its audit opinion for 
Silicon Valley Bank’s board of directors to review.231 Just as during the presentation at the 
beginning of the audit, KPMG’s January 17 presentation did not mention any of the risks 
posed to the audit by interest rate increases impacting the market as a whole or the existing 
volatility in the venture capital industry.232 At the end of the presentation, KPMG listed “Ten 
Key Regulatory Challenges of 2023.”233 Notably, in this additional material, KPMG addressed 
“Climate & Sustainability” and “Payments & Crypto” among other topics, but did not discuss 
the Federal Reserve’s widely publicized plans to continue raising interest rates.234 

 
b. The Federal Reserve Communicated Concerns to KPMG About the Bank’s Risk and 

Internal Audit Functions, but KPMG Determined These Issues Had no Implications 
for Their Audit 

As Silicon Valley Bank swelled with deposits in 2020, it passed a threshold of $100 billion in 
total assets, which subjected the bank to a higher threshold of regulatory scrutiny.235 
Beginning in April 2021, the Federal Reserve initiated a series of targeted “readiness review” 
examinations to determine the bank’s ability to comply with heightened regulatory 
standards.236 KPMG and the Federal Reserve met for a quarterly check-in regarding Silicon 

 
228 Q1’22 Quarterly Update, supra note 227; Q1’22 CEO Meeting with Greg Becker, supra note 227. 
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Valley Bank in April 2022.237 At that time, the Federal Reserve flagged that it was nearing the 
end of its review of the bank’s risk management, which included a specific assessment of 
the bank’s risk and internal audit departments, and noted that examiners had “significant 
concerns” about the bank’s risk management practices relative to the Federal Reserve’s 
expectations for a large financial institution, as the bank had experienced expansive growth 
since 2020.238 According to meeting minutes from the Federal Reserve, KPMG asked whether 
the “level of oversight and findings is typical of a transitioning firm,” to which the regulator 
replied, “to a degree but the level of concern is above average and shows foundational 
weaknesses.”239  
 
Generally, internal auditors are responsible for “providing analyses, evaluations, 
assurances, recommendations, and other information to the entity’s management and 
board.”240 PCAOB standards direct auditors to obtain an understanding of the internal audit 
function, and, if its work is relevant to the financial statement audit, assess the “competence 
and objectivity” of the internal audit function.241 If the independent auditor “concludes that 
the internal auditors’ activities are not relevant to the financial statement audit, the auditor 
does not have to give further consideration to the internal audit function.”242 
 
In May 2022, following the examination, the Federal Reserve escalated its concerns about 
the bank’s risk management and issued a Matter Requiring Immediate Attention to Silicon 
Valley Bank based on problems with the bank’s internal audit department.243 A Matter 
Requiring Immediate Attention directs a bank to focus on and remediate “important or 
lingering weaknesses,” that could impact the bank’s safety and soundness or otherwise face 
an enforcement action.244 The Federal Reserve’s May 2022 Matter Requiring Immediate 
Attention stated: 
 

 
237 Fed. Rsrv. Bank San Francisco, Meeting Summary, Quarterly RCM Meeting with KPMG (Apr. 19, 
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Internal audit effectiveness—The internal audit (IA) department’s 
methodology and programs do not sufficiently challenge management, 
provide the audit committee with sufficient and timely reporting, or ensure the 
timely analysis of critical risk-management functions and the overall risk-
management program. The deficiencies in IA’s processes and reporting 
negatively affected its ability to provide timely, independent assurance that 
the firm’s risk management, governance, and internal controls were operating 
effectively.245 
 

KPMG analyzed the May 2022 Matter Requiring Immediate Attention and its impact on the 
audit and drafted a memo that detailed its conclusions on August 1, 2022.246 KPMG’s memo 
concluded “[t]here is a lack of a formal framework for the Board [of Directors] to evaluate 
risk events,” such as “fraud events, wire issues, longstanding regulatory or audit findings, or 
failed project implementations, etc.”247 Nevertheless, after completing its review, KPMG 
determined the problems with the bank’s internal audit department, as identified by the 
Federal Reserve, had no impact on KPMG’s planned audit approach, as “there is no [internal 
audit] work used for audit evidence supporting KPMG conclusions.”248 In an interview with 
the Subcommittee, Mr. Pohlman acknowledged that the bank’s internal audit department 
had “a lot of work to be done,” but denied that the issues identified by the Federal Reserve 
(i.e., timely information and analysis) could have impacted the “quality or accuracy of 
information KPMG might receive during the course of its work.”249 KPMG told the 
Subcommittee it did not rely on Silicon Valley Bank’s internal audit function during the 
engagement because Silicon Valley Bank’s internal audit function “did not focus on internal 
controls over financial reporting,”250 
 
In January 2023, the Federal Reserve again raised Silicon Valley Bank’s internal audit 
department (referred to as “internal audit”) with KPMG at a quarterly meeting, expressing 
concerns about the “audit execution” considering that “KPMG has some reliance on internal 
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audit.”251 The regulator asked again “whether KPMG has any concerns on relying on internal 
audit’s work.”252 According to the meeting minutes, Mr. Pohlman replied that KPMG had not 
relied on anything from Silicon Valley bank’s internal audit department in three to four years, 
and instead depended on other departments for needed information.253  
 
Mr. Pohlman told the Subcommittee he knew that KPMG had stopped relying on Silicon 
Valley Bank’s internal audit department before he began working on the Silicon Valley Bank 
engagement, however he never inquired why.254 Mr. Pohlman told the Subcommittee that 
practices vary from one engagement to another, and while many audit teams rely on a 
company’s internal audit department for needed information, it was not unusual for audit 
teams to rely on other departments at their client for information.255 Both in KPMG’s 
workpapers and in the Subcommittee’s discussions with KPMG auditors, KPMG reiterated 
its position that the bank’s issues with governance and controls had no direct effect on 
internal controls over financial reporting or the bank’s financial statements.256 Going a step 
further, KPMG documented that the risk department did not pertain to the audit because the 
Federal Reserve’s “findings in the report do not relate to the sufficiency of internal audit’s 
plan or their effectiveness at performing their work.257 
 
In interviews with the Subcommittee, two of the four auditors for Silicon Valley Bank, 
including the lead audit partner, maintained that they did not rely on information from the 
bank’s internal audit department to obtain information for KPMG’s independent audit, while 
a senior audit manager told the Subcommittee that there was “certain test work” for which 
the engagement team relied on internal audit.258 Further, Mr. Pohlman told the 
Subcommittee that while the audit team did not depend on information from the internal 
audit department to complete their audit, they nevertheless reviewed documents produced 
by the department to determine whether they related to the audit.259 Despite KPMG’s 
position that it did not rely on information from the internal audit department, documents 
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reviewed by the Subcommittee show that the firm reviewed 170 reports from the bank’s 
internal audit department between March 2022 and February 2023 that identified risks 
ranging from missing policies for identifying and reporting fraud at the bank to risk models 
that lacked key information and did not comply with standard documentation 
requirements.260 KPMG’s workpaper on the matter concluded that all 170 reports it received 
from the bank’s internal audit department did “not have direct effect on” the bank’s internal 
controls over financial reporting or its financial statement and therefore the “engagement 
team [did not] alter [its] existing audit approach.”261  
 
According to Mr. Pohlman, just as KPMG was aware of concerns with the bank’s internal 
audit department, the firm was similarly aware of issues with the bank’s risk division, which 
had also been criticized by the Federal Reserve.262 In April 2022, the bank’s Chief Risk Officer 
left her position and was not replaced until January 2023.263 Mr. Pohlman told the 
Subcommittee that he understood the Chief Risk Officer left her position due to regulatory 
criticism of the bank’s risk function.264 Concerns about the bank’s risk division were 
presented at meetings of the bank’s board of directors, for which KPMG was either present 
or reviewed meeting minutes afterwards.265 For instance, in September 2022, according to 
board meeting minutes reviewed by KPMG, the bank’s efforts to improve its risk division were 
“off track and behind schedule.”266 In the same meeting, a bank executive reported to the 
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bank’s board of directors that approximately 40 percent of the division’s controls were failing 
testing, a fact which Mr. Pohlman confirmed KPMG was aware of.267  
 
KPMG also had visibility into the risk division’s challenges with meeting its benchmarks as 
the auditor reviewed successive iterations of the bank’s 10-K before publication.268 A 10-K is 
an annual report that public companies must file with the SEC to provide a comprehensive 
overview of their financial condition and business activities.269 A company’s financial 
statement, which is the focus of an audit, is only one part of a  full 10-K.270 The full 10-K 
includes discussion and analysis of risks within the company that the auditor does not 
provide a formal opinion on.271 In prior years, Silicon Valley Bank had typically reported the 
results of its Economic Value of Equity (“EVE”) analysis, a metric calculated by the bank’s 
risk division, in its 10-K.272 EVE measures the long-term impact of interest rate changes on a 
bank’s net worth by calculating the present value difference between expected cash inflows 
and outflows across all assets and liabilities.273 In a December 2022 meeting of the bank’s 
board of directors, a risk management executive reported that the bank would likely be 
unable to remedy its EVE by the end of the year, which had already been in breach for six 
months.274 Successive drafts of Silicon Valley Bank’s 10-K revealed that in the face of this 
sustained breach, the bank deleted the EVE metric from its 10-K in the weeks before it was 
published. KPMG reviewed a draft of the bank’s 10-K in which it had deleted, in redline, its 
EVE analysis.275 The deleted analysis revealed a $4.7 billion loss to the bank’s equity, growing 
more severe as interest rates climbed.276 

 
267 Id.; PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 121. 
268 See KPMG Internal Email Communications (Jan. 30, 2023), KPMG-SVB-PSI-0000043759 (on file 

with the Subcommittee). 
269 See Form 10-K, U.S. Sec. & Exch. Comm’n, https://www.sec.gov/forms/10-k.pdf (last visited Sept. 

10, 2025). 
270 Investor Bulletin: How to Read a 10-K, at 3-4 U.S. Sec. & Exch. Comm’n, 

www.sec.gov/files/reada10k.pdf (last visited Sept. 12, 2025). 
271 Id. at 2. 
272 Nicole M. White, SVB Quietly Deleted Rate-Risk Metric as Auditor KPMG Stayed Mum, BLOOMBERG 

TAX (May 15, 2023), https://news.bloombergtax.com/financial-accounting/svb-quietly-deleted-rate-risk-
metric-as-auditor-kpmg-stayed-mum. 

273 Economic Value of Equity (EVE) Definition, Limitations, INVESTOPEDIA (June 19, 2024) 
https://www.investopedia.com/terms/e/economicvalueofequity.asp. 

274 Silicon Valley Bank, Risk Committee Meeting Minutes (Dec. 16, 2022), FRB_SVB_PSI_000859 at 
863 (on file with the Subcommittee). 

275 See SVB Financial Group, Draft Annual Report (Form 10-K) (Feb. 24, 2023), KPMG-SVB-PSI-
0000050897 at 50991 (on file with the Subcommittee). 

276 The deletion of this metric in the bank’s 10-K raised questions about whether KPMG inquired with 
the bank regarding its absence in the 2022 10-K. The Subcommittee’s review found no follow-up 
communications or comments left on any documents that questioned the removal of the EVE analysis from 
iterative drafts of the bank’s 10-K. See SVB Financial Group, Annual Report (Form 10-K), 95 (Feb. 24, 2023), 
KPMG-SVB-PSI-0000050897 (on file with the Subcommittee); Nicole M. White, supra note 272. 



40 
 

 
Figure 1: Economic Value of Equity Analysis Deleted from Silicon Valley Bank Draft 2022 
Form 10-K 

 
Source: Draft of Silicon Valley Bank 2022 Form 10-K, attachment to internal KPMG email 
(Feb. 9, 2023), KPMG-SVB-PSI-0000050897 at 50991(on file with the Subcommittee). 
 
As with the bank’s internal audit department, while KPMG told the Subcommittee that it did 
not rely on information from the bank’s risk division to conduct formal audit procedures, it 
nevertheless reviewed information from the risk division to determine if it applied to the 
audit.277 However, Mr. Pohlman indicated that the KPMG team determined that none of the 
information flowing from Silicon Valley Bank’s risk division, nor any of the concerns raised 
regarding the division, related to financial reporting so as to require changes to how KPMG 
conducted its audit.278 In an August 2022 workpaper assessing the Federal Reserve’s 
regulatory inquiries into the bank’s risk management, KPMG concluded “the engagement 
team does not believe that the matters identified [by the Federal Reserve] would impact our 
assessment of the risk of error for any specific significant accounts and relevant 
assertions.”279 
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c. As It Finalized Its Audit, KPMG Failed to Acknowledge the Existence of Factors 
Known to the Firm That Could Potentially Threaten Silicon Valley Bank’s Ability to 
Operate as a Going Concern 

The Subcommittee identified multiple inaccuracies in a workpaper completed at the end of  
bank’s 2022 audit in which KPMG evaluated Silicon Valley Bank’s continued viability.280   
Auditors are required by PCAOB auditing standards, upon completion of a year-end audit, to 
evaluate whether “there is substantial doubt about an entity’s ability to continue as a going 
concern into the future.”281 In this context, “substantial doubt” refers to the likelihood that an 
entity can “meet its obligations as they become due without substantial disposition of 
assets outside the ordinary course of business, restructuring of debt, externally forced 
revisions of its operations, or similar actions.”282 Throughout the Subcommittee’s review, 
KPMG told PSI that auditors are generally not required to assess their client’s business risk 
or strategic decisions.283 Despite these assertions, KPMG also acknowledged an obligation 
to analyze risks related to a client’s ability to continue as a going concern at the conclusion 
of a year-end audit.284 
 
Counsel for KPMG told the Subcommittee that auditors consider factors related to the 
bank’s ability to continue as a going concern throughout the audit.285 Nevertheless, 
immediately prior to the conclusion of the audit, KPMG’s documentation included a required 
workpaper entitled, “Going Concern – Identification of Events or Conditions.”286 The 
workpaper provided a checklist of events or conditions that could potentially signal a risk to 
an entity’s continued operation for the following 12 months.287 According to Mr. Pohlman, the 

 
280 KPMG told PSI that it disagrees with the Subcommittee’s assessment that its findings were 

inaccurate, except for one line item that it attributed to a “documentation error.” See PSI Interview with Jack 
Pohlman, Audit Partner, KPMG (Aug. 25, 2025). 

281 Pub. Co. Acct. Oversight Bd., AS 2415: Consideration of an Entity’s Ability to Continue as a Going 
Concern, https://pcaobus.org/oversight/standards/auditing-standards/details/AS2415 (last visited Sept. 10, 
2025). 

282 Id.; see Anthony Mosco & Mark Crowley, A Summary of Key Provisions of FASB’s ASU on Going 
Concern, WALL ST. J., https://deloitte.wsj.com/riskandcompliance/fasb-issues-asu-on-going-concern-
1411099313 (last visited Sept. 12, 2025). 

283 See PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 153-54; PSI Interview 
with Lead Audit Partner 1, Partner, KPMG (Jan. 10, 2024) at 9; PSI Interview with Mike Keehlwetter, Audit 
Partner, KPMG (Jan. 9, 2024) at 203; PSI Interview with Lead Audit Partner 2, Lead Audit Partner, KPMG (Feb. 
29, 2024) at 10, 19. 

284 See PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 154. 
285 On July 25, 2025, KPMG told the Subcommittee that “the auditor need not design audit 

procedures just for the going concern assessment. Instead, an auditor obtains information from the audit 
procedures related to management’s financial statement assertions. Consequently, the auditor relies on the 
body of the audit work to make this evaluation.” Letter from Couns. for KPMG to the Hon. Richard Blumenthal, 
Chairman, Permanent Subcomm. on Investigations, Appendix A, 28 (July 25, 2025) (on file with the 
Subcommittee). 

286 See Going Concern - Identification of Events or Conditions - Required Work Paper (10/20), KPMG-
SVB-PSI-WP-0000006105 at 6105 (on file with the Subcommittee). 

287 See id. 



42 
 

workpaper was a “general aid” used by the engagement team to determine the bank’s ability 
to continue as a going concern upon completion of the audit.288 Mr. Pohlman signed off on 
the workpaper on February 23, 2023, the day before KPMG issued its unqualified audit of 
Silicon Valley Bank,289 The going concern workpaper instructed auditors to review 64 
possible events and conditions, organized into the following categories:  
 

• “Debt;” 
• “Access to credit;”  
• “Key financial ratios/performance;” 
• “Other financial considerations;” 
• “Suppliers/creditors;” 
• “Customers/debtors;” 
• “Personnel;” 
• “Products and markets;” 
• “Operations;” 
• “Industry factors;” 
• “Legal and Regulatory;” 
• “For listed entities;” and  
• “Other considerations.” 

 
KPMG’s workpaper appears to be modeled on language from PCAOB AS 2415, which 
provides standards for conducting a going concern analysis.290 AS 2415 requires auditors to 
evaluate whether there is substantial doubt about an entity’s ability to continue as a going 
concern.291 The PCAOB directs auditors to base this evaluation on their “knowledge of  
relevant conditions and events” at the time they issue the audit.292 Accordingly, KPMG’s going 
concern workpaper instructs auditors  to “indicate whether [they] have identified” any of the 
64 events or conditions listed.293 If the event or condition is identified, the auditor would 
determine whether “individually, or in the aggregate, [the event or condition(s)] raise[d] 
substantial doubt” about the entity’s ability to continue as a going concern.294 If the condition 
existed but did not threaten the bank’s continued operation, the auditor should document 
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290 See Pub. Co. Acct. Oversight Bd., AS 2415: Consideration of an Entity’s Ability to Continue as a 

Going Concern, https://pcaobus.org/oversight/standards/auditing-standards/details/AS2415 (last visited 
Sept. 10, 2025); Going Concern - Identification of Events or Conditions - Required Work Paper (10/20), KPMG-
SVB-PSI-WP-0000006105 (on file with the Subcommittee). 

291 See Pub. Co. Acct. Oversight Bd., supra note 290. 
292 See id. 
293 Going Concern - Identification of Events or Conditions - Required Work Paper (10/20), KPMG-SVB-

PSI-WP-0000006105 at 6105 (on file with the Subcommittee). 
294 Id. 
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the rationale for why the event or condition would not threaten the continued viability of the 
company.295 
 
For the going concern workpaper, completed at the end of the audit, KPMG auditors 
categorically responded “no” to each query regarding the existence of any of the 64 listed 
events or conditions, thus forgoing the need to document why any risk listed in the 
workpaper would not threaten the bank’s ability to continue as a going concern.296 As 
discussed below, the Subcommittee’s analysis shows that at least six of these conditions 
appeared to exist at the time the workpaper was completed.  KPMG disputed the 
Subcommittee’s assessment for five of these conditions, but acknowledged a 
“documentation error” regarding the sixth.297 Mr. Pohlman represented to the Subcommittee 
that he had personally read each line item in the checklist before signing off on it.298 The going 
concern workpaper was completed on February 23, 2023, the day before the audit team 
finalized its 2022 year-end audit for Silicon Valley Bank.299 
  

 
295 See id. 
296 See Going Concern - Identification of Events or Conditions - Required Work Paper (10/20), KPMG-

SVB-PSI-WP-0000006105 (on file with the Subcommittee). Unlike the going concern checklist for Silicon 
Valley Bank, the audit team for Signature Bank identified a personnel change on its going concern checklist as 
the bank terminated its Controller without hiring a replacement for six months. Going Concern - Identification 
of Events or Conditions - Required Work Paper for Signature Bank (10/20) KPMG-SBNY-PSI-WP-0000006793 
(on file with the Subcommittee). KPMG provided a paragraph documenting its reasoning for why this change 
did not raise reasonable doubt about the bank’s ability to continue as a going concern. Id. Like the going 
concern workpaper for Silicon Valley Bank, the audit team for First Republic Bank categorically responded 
that they did not identify any factors that might threaten the bank’s ability to continue as a going concern. See 
Going Concern - Identification of Events or Conditions - Required Work Paper (10/20) for First Republic Bank, 
KPMG-FRB-PSI-WP- 0000017829 (on file with the Subcommittee). 

297 See PSI Interview with Jack Pohlman, Audit Partner, KPMG (Aug. 25, 2025). On September 10, 2025 
KPMG told the Subcommittee an associated workpaper included  KPMG’s consideration of the “‘significant 
rise in inflation rate followed by aggressive rate hike by the Federal Reserve,’ as well as the fact that the bank’s 
‘clients [were] concentrated in niche industries such as . . . venture capital/private equity’ that were 
‘particularly . . . vulnerable’ to ‘worsening economic conditions.’” Letter from Couns. for KPMG to the Hon. 
Richard Blumenthal, Chairman, Permanent Subcomm. on Investigations, at 4 (Sept. 10, 2025) (on file with the 
Subcommittee). To review the associated workpaper in full, see Appendix I. 

298 See PSI Interview with Jack Pohlman, Audit Partner, KPMG (Aug. 25, 2025). 
299 See 2.4.1.20 Going Concern Checklist - CAO, KPMG-SVB-PSI-WP-0000006107 (on file with the 

Subcommittee). 
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Events or Conditions KPMG had Reason to Identify 
 Category Event or condition 

1 
 

“Key financial 
ratios/performance” 

“Had substantial operating losses or significant 
deterioration in the value of assets used to generate cash 
flows?” 

2 “Personnel” “An abrupt change in the senior management team of the 
entity (e.g. “C-suite”) for unknown reasons (Chair, CEO, 
CFO, Controller)?” 

3 “Products and 
Markets” 

“Does the entity have significant operations exposed to 
volatile markets?” 

4 “Industry factors” “Over the last 12 months has there been a fundamental 
and significant change in the industry in which the entity 
operates?” 

5 “Legal and 
Regulatory” 

“Regulatory inquiries or investigations into the entity’s 
operations or financial reporting?” 

6 “For listed entities” “Has the entity’s share price declined by more than 20% 
over the last 12 months?” 

 
i. KPMG had Reason to Identify at Least Six Risk Factors from its Going 

Concern Workpaper Regarding Silicon Valley Bank 
 

1. “[S]ubstantial operating losses or significant deterioration in the value of 
assets used to generate cash flows”  

Within the category of risks related to “Key financial ratios/performance,” the going concern 
workpaper asked if Silicon Valley Bank: “Had substantial operating losses or significant 
deterioration in the value of assets used to generate cash flows?”300 KPMG stated that it had 
not identified this risk.301 As explained below, the Subcommittee found evidence of 
significant deterioration in the value of the bank’s assets.302 In particular, the bank’s HTM 
securities portfolio declined by $15 billion in the face of rising interest rates.303 Interest 
payments on these assets represented an important source of cash flow for the 
institution.304  
 
  

 
300 Going Concern - Identification of Events or Conditions - Required Work Paper (10/20) for Silicon 

Valley Bank, KPMG-SVB-PSI-WP-0000006105 (on file with the Subcommittee). 
301 See id. 
302 See e.g., Pratiksha Jha et al., The Swift Rise and Sudden Fall: Examining the Collapse of Silicon 

Valley Bank, SAGE JOURNALS 6-9 (Feb. 19, 2025), 
https://journals.sagepub.com/doi/10.1177/25166042251319596. 

303 Id. 
304 Id. 
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Figure 2: Silicon Valley Bank Going Concern Analysis Factor: Key Financial 
Ratios/Performance  

 
Source: KPMG Silicon Valley Bank 2022 Year-End Audit Workpaper “Going Concern – 
Identification of Events or Conditions” (Feb. 23, 2023) (on file with the Subcommittee) 
KPMG-SVB-PSI-WP-0000006105. 

 
Assets used to generate cash flows are resources that a business owns—such as loans or 
securities—that produce ongoing income or value through interest payments or otherwise, 
resulting in positive cash flow.305 Historically, Silicon Valley Bank relied on its investment 
securities to produce steady and reliable income.306 As of December 31, 2022, Silicon Valley 
Bank held 43.1 percent of its total assets, or $91.3 billion out of $211.8 billion, as HTM.307 
Generally speaking, whether assets held for cash flow are classified as HTM or AFS, they are 
still capable of generating revenue through interest payments.308  
 

 
305 See Adam Hayes, Cash Flow: What It Is, How It Works, and How to Analyze It, INVESTOPEDIA (Oct. 8, 

2024), https://www.investopedia.com/terms/c/cashflow.asp; Investopedia, What Is an Asset? Definition, 
Types, and Examples, https://www.investopedia.com/terms/a/asset.asp (last updated Apr. 4, 2025). 

306 See Pratiksha Jha, et al., supra note 302, at 2-5. 
307 Sandy Peters, The SVB Collapse: FASB Should Eliminate “Hide-‘Til-Maturity” Accounting, CFA 

INSTITUTE (Mar. 13, 2023), https://blogs.cfainstitute.org/marketintegrity/2023/03/13/the-svb-collapse-fasb-
should-eliminate-hide-til-maturity-accounting/. 

308 See Michael J. Walker, supra note 84, at 3. 

Key financial ratios/performance 
Over the last 12 months, has the entity: 
- Operated in a net liability or net current liability position? 
- Had negative cash flows from operating activities? 
- Had substantial operating losses or significant deterioration in the value of 

assets used to generate cash flows? 
- Been in arrears in paying dividends or has there been or expected to be a 

significant (50%) reduction in dividends paid/payable? 
- Had other adverse key financial ratios that may raise substantial doubt 

about the entity’s ability to continue as a going concern? 

 
 
 
 
 

No 
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Due to the impact of rising interest rates, the bank’s HTM portfolio had declined in value by 
$15.1 billion as of December 31, 2022.309 While the HTM classification of these assets did 
not impact the amount of income they generated, it limited the bank’s ability to sell them in 
order to purchase other assets more suited to the high rate environment.310 KPMG 
acknowledged this impediment in a January 2023 workpaper that assessed risks to the bank 
without determining their threat to its ability to continue as a going concern.311 In that 
workpaper, KPMG wrote that the company’s HTM portfolio included long-term investments 
with low interest rates that were not ideal for an environment with high interest rates, but 
because the assets were “designated as HTM, the Company could not sell these as rates 
began to rise and reinvest the proceeds into higher yielding securities.”312 
 
Moreover, KPMG had conducted testing on the bank’s assets and knew the exact amount of 
Silicon Valley Bank’s unrealized losses before the bank published its 10-K.313 While auditors 
are primarily responsible for auditing an entity’s financial statements, PCAOB standards 
require them to review the company’s entire 10-K, which includes other elements, such as 
discussion of risks and analysis of the company.314 Auditors must review their client’s entire 
10-K “and consider whether such information, or the manner of its presentation, is 
materially inconsistent with information, or the manner of its presentation, appearing in the 
financial statements.”315 Beginning in January 2022, KPMG reviewed iterative drafts of Silicon 
Valley Bank’s 2022 10-K.316 According to these drafts, the bank’s HTM securities were 
reported as $91.3 billion in amortized cost while their fair value had declined to $76.2 billion, 
reflecting a $15.1 billion unrealized loss.317 Additionally, KPMG conducted substantive 
testing regarding the fair value of the bank’s HTM portfolio.318 

 
309 Sandy Peters, supra note 307. 
310 KPMG Materiality Re-Evaluation Memo of Silicon Valley Bank (Jan. 12, 2023), KPMG-SVB-PSI-WP-

0000054755 at 54759 (on file with the Subcommittee). 
311 See id. at 54755. 
312 Id. at 54759. 
313 See Letter from Couns. for KPMG to the Hon. Richard Blumenthal, Chairman, Permanent 

Subcomm. on Investigations, Appendix A, at 31 (July 25, 2025) (on file with the Subcommittee). 
314 See Pub. Co. Acct. Oversight Bd., AS 2710: Other Information in Documents Containing Audited 

Financial Statements, https://pcaobus.org/oversight/standards/auditing-standards/details/AS2710 (last 
visited Sept. 11, 2025). 

315 Id. 
316 See KPMG Internal Email Communications (Jan. 30, 2023), KPMG-SVB-PSI-0000043759 (on file 

with the Subcommittee). 
317 Draft of Silicon Valley Bank 2022 Form 10-K, attachment to internal KPMG email (Feb. 9, 2023), 

KPMG-SVB-PSI-0000043969, 44132 (on file with the Subcommittee). 
318 See Letter from Couns. for KPMG to the Hon. Richard Blumenthal, Chairman, Permanent 

Subcomm. on Investigations, Appendix A, at 31 (July 25, 2025) (on file with the Subcommittee). 
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Figure 3: Excerpt from Silicon Valley Bank Draft 2022 Form 10-K Regarding Unrealized Losses 
in Bank’s Held-to-Maturity Securities 

Source: Draft of Silicon Valley Bank 2022 Form 10-K, attachment to internal KPMG email 
(Feb. 9, 2023) (on file with the Subcommittee), KPMG-SVB-PSI-0000043969 at 44132. 
 
Beginning in January 2023, two months before the collapse of Silicon Valley Bank, short 
sellers warned about the unrealized losses accumulating on Silicon Valley Bank’s balance 
sheet.319 Mr. Pohlman was aware of the concerns raised by short sellers.320 The day before he 
signed off on the going concern workpaper, he emailed a Financial Times article entitled, 
“Silicon Valley Bank profit squeeze in tech downturn attracts short sellers” to a group of 
colleagues.321 The article noted that the bank had put nearly half “of its assets into a poorly 
performing bond portfolio that has since amassed an unrealized $15bn loss,” which was 
“greater than the total profits of the bank over three decades.”322 Mr. Pohlman explained why 
he shared this article, saying, “I understand the article was not a positive article. And… I 
wanted my engagement team members to be aware of it.”323  
 
  

 
319 See, e.g., Isabelle Lee, For nearly 2 months, a short seller was warning on Twitter that Silicon Valley 

Bank was about to blow up. ‘It was sitting there in plain sight.’, FORTUNE (Mar. 10, 2023), 
https://fortune.com/2023/03/10/silicon-valley-bank-svb-short-seller-william-martin-twitter-2-months/. 

320 Internal KPMG Email Communications (Feb. 22, 2023), KPMG-SVB-PSI-0000029315 (on file with 
the Subcommittee) (citing Tabby Kinder et al., supra note 77). 

321 Internal KPMG Email Communications (Feb. 22, 2023), KPMG-SVB-PSI-0000029315 (on file with 
the Subcommittee); Tabby Kinder et al., supra note 77. 

322 Tabby Kinder et al., supra note 77. 
323 PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 73. 
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Mr. Pohlman explained that the $15 billion in unrealized losses in the bank’s HTM investment 
portfolio reflected the assets “performing exactly how management wanted the securities 
to perform when they purchased these securities,” stating: 
 

With respect to the $15 billion loss, I think it’s also very important to 
understand the nature of the securities held in the portfolio. These are U.S. 
Treasury securities and government backed securities that were producing 
significant cash flows, $13 billion in cash flows per year, approximately. And 
it’s on the statement of cash flows. These securities had, for the government 
backed and the U.S. Treasury securities, zero credit risk. So, the company had 
purchased the majority of these securities in 2021, and when the company 
had made the decision to purchase the majority of the securities, they looked 
at the cash flows that these securities would generate in 2020, and those are 
contractual cash flows. They then designated these as held-to-maturity 
because they were holding them not for the monetization of the fair value, but 
they were holding them for the collection of contractual cash flows of these 
debt securities. So these securities, this $15 billion loss doesn’t reflect how 
management intended to realize the value of those underlying securities. The 
$15 billion loss simply reflects the fact that they buy U.S. Treasury securities, 
and as interest rates go up, the value of those Treasury securities decline. It’s 
not a poorly performing security, in fact, it’s performing exactly how 
management wanted the securities to perform when they purchased these 
securities. There are no, there’s no gaps there. And the other thing is these 
securities, because there’s no credit risk, at maturity, even with higher interest 
rates, all of these securities would mature at par. They would all mature at par, 
and that $15 billion loss would reverse itself over the remaining maturity of 
those securities.324 

 
This decline ultimately led to what analysis published by the Federal Reserve described as: 
“Panic among investors and depositors. . . triggering a social-media-fueled bank run and 
ultimately leading to the bank’s failure.”325 Before signing the going concern workpaper, 
KPMG had documented the decline in the value of the bank’s HTM assets in January 2023, 
and Mr. Pohlman raised awareness about the decline with his colleagues.326 Furthermore, 
KPMG had performed substantive audit procedures to test the fair value disclosed on the 

 
324 Id. at 70. 
325 Amanda Blanco, Signs of SVB’s failure likely hidden by obscure ‘HTM’ accounting designation. Are 

reforms needed?, FED. RSRV. BANK BOSTON (Dec. 14, 2023), https://www.bostonfed.org/news-and-
events/news/2023/12/silicon-valley-bank-failure-accounting-designation-held-to-maturity-obscure.aspx 
(citing Michael J. Walker, supra note 84). 

326 See KPMG Materiality Re-Evaluation Memo of Silicon Valley Bank (Jan. 12, 2023), KPMG-SVB-PSI-
WP-0000054755 (on file with the Subcommittee). 
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face of the balance sheet of the financial statements.327 Indeed, Mr. Pohlman acknowledged 
to the Subcommittee that the decline in the fair value of the assets consisted of a 
“deterioration in the value of the assets.”328 In contrast to this acknowledgement, he told the 
Subcommittee “I feel like it’s clear” based on the “purpose of the question” that KPMG made 
the appropriate designation because the decline did not affect cash flow of the assets.329 
Therefore, KPMG did not identify a “deterioration in the value of assets used to generate 
cashflow.”330 
 

2. “[A]n abrupt change in the senior management team of the entity (e.g. “C-
suite”) for unknown reasons (Chair, CEO, CFO, Controller)” 

Within the category of risks related to “Personnel,” the going concern workpaper asked if, in 
the prior 12 months, there had been: “An abrupt change in the senior management team of 
the entity (e.g. “C-suite”) for unknown reasons (Chair, CEO, CFO, Controller)?”331 KPMG 
represented in the going concern workpaper that it had not identified this risk, despite the 
fact that the bank’s Chief Risk Officer had departed without replacement for eight months in 
April 2022.332 
 
  

 
327 See Letter from Couns. for KPMG to the Hon. Richard Blumenthal, Chairman, Permanent 

Subcomm. on Investigations, Appendix A, at 31 (July 25, 2025) (on file with the Subcommittee). 
328 See PSI Interview with Jack Pohlman, Audit Partner, KPMG (Aug. 25, 2025). 
329 Id. 
330 See Going Concern - Identification of Events or Conditions - Required Work Paper (10/20), KPMG-

SVB-PSI-WP-0000006105 (on file with the Subcommittee). 
331 Id. 
332 See id.; Robert Freedman supra note 263. 
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Figure 4: Silicon Valley Bank Going Concern Analysis Factor: Personnel  

 
Source: KPMG Silicon Valley Bank 2022 Year-End Audit Workpaper “Going Concern – 
Identification of Events or Conditions” (Feb. 23, 2023), KPMG-SVB-PSI-WP-0000006105 (on 
file with the Subcommittee). 
 

Personnel  
Over the last 12 months has there been:  
 
- An abrupt change in the senior management team of the entity (e.g. “C-

suite”) for unknown reasons (Chair, CEO, CFO, Controller)? 
- The loss of key management without replacement? 
- Significant labor difficulties? 

 
 
 

No 

 
Laura Izurieta, Silicon Valley Bank’s Chief Risk Officer, had departed the bank in April 2022 
amid the risk division’s ongoing challenges.333 While Ms. Izurieta served in a “consultant 
capacity” while the bank searched for a new Chief Risk Officer, she was not replaced until 
January 2023, eight months later.334 Mr. Pohlman acknowledged to the Subcommittee he 
was aware of both the Federal Reserve’s concerns with the bank’s risks management and 
Ms. Izurieta’s departure during the 2022 audit period.335  Mr. Pohlman told the Subcommittee 
Ms. Izurieta’s departure was related to “general criticism of the risk area.”336   
 
Ms. Izurieta’s departure came in the midst of well documented challenges with the bank’s 
risk function.337 For instance, subsequent analysis after the bank collapsed found that it 
“failed its own internal liquidity stress tests [which were administered by the risk division] 
and did not have workable plans to access liquidity in times of stress.”338 KPMG 

 
333 See PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 37-38; Bd. Governors 

Fed. Rsrv. Sys., supra note 1, at 45-46. 
334 PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 37-38; see PSI Interview 

with Jack Pohlman, Audit Partner, KPMG (Aug. 25, 2025); Robert Freedman, supra note 263. 
335 PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 37, 116, 124. 
336 See PSI Interview with Jack Pohlman, Audit Partner, KPMG (Aug. 25, 2025). 
337 See Bd. Governors Fed. Rsrv. Sys., supra note 1, at 45-46. 
338 Id. at i; PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 121; Silicon Valley 

Bank, Risk Committee Meeting Minutes (Sept. 20, 2022), FRB_SVB_PSI_000817 (on file with the 
Subcommittee). 
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acknowledged to the Subcommittee that it knew about the bank’s risk division had received 
criticism from regulators and that Ms. Izurieta had departed as Chief Risk Officer without 
replacement for eight months.339 Indeed, KPMG attended board meetings and reviewed 
board meeting minutes for most of 2022, during which no risk officer was present.340 Mr. 
Pohlman acknowledged that Ms. Izurieta was a member of senior management but felt that 
“Laura’s transition wasn’t abrupt,” as she served as a consultant to the bank after her 
departure.341  
 
The Subcommittee inquired what KPMG would consider to be abrupt, to which Mr. Pohlman 
replied “a sudden change,” which, despite the fact that Ms. Izurieta’s position remained 
vacant for eight months, he represented he did not believe applied in this instance.342 
According to Mr. Pohlman, Ms. Izurieta’s departure was not abrupt because she served as a 
consultant to the bank and other members of leadership assumed aspects of her role for 
nearly a year as the organization searched for a replacement.343 Therefore, KPMG did not 
identify any “abrupt change in management” in its going concern workpaper.344 
 

3. “[S]ignificant operations exposed to volatile markets”  
Within the category of risks related to “Products and Markets,” the going concern workpaper 
asked: “Does the entity have significant operations exposed to volatile markets?”345 KPMG 
stated in the workpaper that it had not identified this risk, however, the Subcommittee found 
evidence that the bank faced exposure to the volatility in the venture capital and technology 
industry in 2022 and early 2023.346 
 

 
339 PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 41; Robert Freedman 

supra note 263.  
340 See id. at 101. 
341 PSI Interview with Jack Pohlman, Audit Partner, KPMG (Aug. 25, 2025). 
342 Id. 
343 See id. 
344 Going Concern - Identification of Events or Conditions - Required Work Paper (10/20), KPMG-SVB-

PSI-WP-0000006105 (on file with the Subcommittee). 
345 Id. 
346 See Bd. Governors Fed. Rsrv. Sys., supra note 1, at 18-19. KPMG auditors had reviewed board 

meeting minutes in which an executive flagged that slowing deposit growth was creating an “acute issue in 
venture capital investments.”  Silicon Valley Bank, Joint Risk and Finance Committees Meeting Minutes (Oct. 
19, 2022), FRB-SVB-PSI-000831 at 832. Additionally, KPMG auditors discussed developments in the 
innovation economy with bank executives throughout the audit. See Q2’22 Meeting between Greg Becker, 
CEO, Silicon Valley Bank, and KPMG, KPMG-SVB-PSI-WP-0000056560 (on file with the Subcommittee); Q3’22 
Meeting between Greg Becker, CEO, Silicon Valley Bank, and KPMG, KPMG-SVB-PSI-WP-0000057926 (on file 
with the Subcommittee); Q1’22 Meeting between Dan Beck, CFO, Silicon Valley Bank, and KPMG, KPMG-SVB-
PSI-WP-0000055276 (on file with the Subcommittee). 
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Figure 5: Silicon Valley Bank Going Concern Analysis Factor: Products and Markets  

 
Source: KPMG Silicon Valley Bank 2022 Year-End Audit Workpaper “Going Concern – 
Identification of Events or Conditions” (Feb. 23, 2023), KPMG-SVB-PSI-WP-0000006105 (on 
file with the Subcommittee). 
 

Does the entity have significant operations exposed to volatile markets?  No 
 
In a separate risk assessment workpaper, KPMG wrote that the bank “principally serves as a 
commercial bank with focus on servicing clients in the Private Equity, Venture Capital, Life 
Science and other tech related markets.”347 Indeed, approximately 50 percent of all startups 
in the U.S. banked with Silicon Valley Bank at the time of its failure.348 However, in 2022 and 
early 2023, the venture capital industry raised significantly less funding as rising interest 
rates made risky investments less appealing.349 This shift, in turn, made the industry more 
volatile.350 In 2022, global startup funding decreased 35 percent while the failure of startups 
rose 60 percent from the year prior.351 KPMG addressed any potential risk the instability in 
the venture capital industry may have posed to the bank’s ability to continue as a going 
concern in a supplementary workpaper, stating:  
 

Despite the worsening macroeconomic conditions (i.e. continuing conflict in 
Ukraine-Russia, significant rise in inflation rate followed by aggressive rate 
hike by the Federal Reserve, etc.) and nature of company’s client 
demographic particularly being vulnerable to these conditions, overall, 
balance sheet (i.e. total asset) grew from $211.3B to $211.8B as of December 
31, 2021, and December 31, 2022, respectively.352 
 

 
347 KPMG Materiality Workpaper (Feb. 24, 2023), KPMG-SVB-PSI-WP-0000022808 (on file with the 

Subcommittee). 
348 Jessica Mathews, Alexandra Sternlicht, An analysis of regulatory filings reveals that 1,074 firms—

from Andreessen Horowitz to General Catalyst—were holding capital at Silicon Valley Bank in 2022, FORBES 
(Mar. 12, 2023), https://fortune.com/2023/03/12/venture-firms-custodied-silicon-valley-bank/. 

349 Gene Teare, Global Funding Slide in 2022 Sets Stage for Another Tough Year, CRUNCHBASE NEWS 
(Jan. 5, 2023), https://news.crunchbase.com/venture/global-vc-funding-slide-q4-2022/. 

350 See id. 
351 See George Hammond, Start-up failures rise 60% as founders face hangover from boom years, 

FIN. TIMES (Aug. 19, 2024), https://www.ft.com/content/2808ad4c-783f-4475-bcda-bddc0299095e; Gene 
Teare, supra note 349. 

352 Going Concern Evaluation – Overall Response, KPMG-SVB-PSI-WP-0000032362 (on file with the 
Subcommittee). 
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However, in the same workpaper, KPMG concluded this instability did not pose a threat to 
the bank, writing that the minimal 0.03 percent “growth despite the current economic 
conditions indicate that none of the factors exist that could be indicative of substantial 
doubt over the going concern.”353 Meeting minutes between Mr. Pohlman and senior bank 
leaders showed they had discussed concerns regarding the changes in the venture capital 
industry, for instance, during a September 2022 meeting in which Mr. Pohlman discussed the 
“cooling in the economy” and the “impact of the current economic environment in the 
innovation economy” with the bank’s CEO.354 Mr. Pohlman had also sent and received 
articles from colleagues that discussed challenges with the venture capital industry, such 
as a January 2023 article from the San Francisco Business Times entitled, “Why an analyst 
says SVB may be betting on the wrong horse,” which detailed the structural decline in the 
venture capital industry that the bank catered to.355 Mr. Pohlman had discussed the impact 
of interest rates on the venture capital industry with the bank’s CEO, and other KPMG 
auditors flagged these issues internally in the days before KPMG signed off on Silicon Valley 
Bank’s 2022 audit.356 In determining whether the bank was exposed to volatility in the venture 
capital industry, Mr. Pohlman told the Subcommittee, he “didn’t feel in the context of this 
question that it warranted a yes response.”357 Therefore, KPMG did not identify that the bank 
had “significant operations exposed to volatile markets.”358 
 

4. “[A] fundamental and significant change in the industry in which the 
entity operates”  

Within the category of risks related to “Industry factors,” the going concern workpaper asked: 
“Over the last 12 months has there been a fundamental and significant change in the 

 
353 Id. 
354 Q2’22 Meeting between Greg Becker, CEO, Silicon Valley Bank, and KPMG, KPMG-SVB-PSI-WP-

0000056560 (on file with the Subcommittee); see Q3’22 Meeting between Greg Becker, CEO, Silicon Valley 
Bank, and KPMG, KPMG-SVB-PSI-WP-0000057926 (on file with the Subcommittee); Q1’22 Meeting between 
Dan Beck, CFO, Silicon Valley Bank, and KPMG, KPMG-SVB-PSI-WP-0000055276 (on file with the 
Subcommittee). 

355 Mark Calvey, Why a Prominent Bank Analyst Thinks SVB May Be Betting on the Wrong Economic 
Horse, SAN FRANCISCO BUS. TIMES (Jan. 11, 2023), 
https://www.bizjournals.com/sanfrancisco/news/2023/01/11/svb-financial-silicon-valley-bank-dick-bove-
sivb.html; Internal KPMG Email Communications (Jan. 12, 2023), KPMG-SVB-PSI-0000072019 (on file with 
the Subcommittee). 

356 Q2’22 Meeting between Greg Becker, CEO of Silicon Valley Bank, and KPMG, KPMG-SVB-PSI-WP-
0000056560 (on file with the Subcommittee); Q3’22 Meeting between Greg Becker, CEO, Silicon Valley Bank, 
and KPMG, KPMG-SVB-PSI-WP-0000057926 (on file with the Subcommittee); Q1’22 Meeting between Dan 
Beck, CFO, Silicon Valley Bank, and KPMG, KPMG-SVB-PSI-WP-0000055276 (on file with the Subcommittee); 
Internal KPMG Email Communications (Jan. 12, 2023), KPMG-SVB-PSI- 0000072019 (on file with the 
Subcommittee); Mark Calvey, supra note 355. 

357 See PSI Interview with Jack Pohlman, Audit Partner, KPMG (Aug. 25, 2025). 
358 See Going Concern - Identification of Events or Conditions - Required Work Paper (10/20), (on file 

with the Subcommittee) KPMG-SVB-PSI-WP-0000006105. 
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industry in which the entity operates?”359 KPMG represented that it had not identified this 
risk, despite the fact that the venture capital and technology industry was undergoing 
profound turmoil in 2022 and early 2023.360 
 
Figure 6: Silicon Valley Bank Going Concern Analysis Factor: Industry Factors  

 
Source: KPMG Silicon Valley Bank 2022 Year-End Audit Workpaper “Going Concern – 
Identification of Events or Conditions” (Feb. 23, 2023), KPMG-SVB-PSI-WP-0000006105 (on 
file with the Subcommittee). 
 

Industry factors  
Over the last 12 months has there been a fundamental and significant change 
in the industry in which the entity operates? 

 
No 

 
The Federal Reserve reported that Silicon Valley Bank’s “client base was heavily 
concentrated in venture capital-backed (VC-backed) and early-stage start-up firms.”361 
Similarly, KPMG described Silicon Valley Bank to the Subcommittee as “mostly 
concentrated in California within the venture capital and private equity industry.”362 Despite 
KPMG’s representation in the going concern workpaper that it was not aware of any changes 
to the industry that SVB operated in, Mr. Pohlman acknowledged that he was “aware of the 
venture capital pullback in the industry.”363 Indeed, KPMG had reviewed meeting minutes for 
an October 2022 board meeting in which an executive reported on a “slowdown in [Silicon 
Valley Bank’s] deposit growth creating an acute issue in venture capital investments as the 
entire ecosystem was slowing down in response to macro volatility.”364 The day before Mr. 
Pohlman signed off on the going concern workpaper, he shared an article widely with 
colleagues at KPMG that noted the bank was “being rocked as tech start-ups face the biggest 

 
359 Id. 
360 See id.; Silicon Valley Bank Profit Squeeze in Tech Downturn Attracts Short Sellers, FIN. TIMES (Feb. 

22, 2023) https://www.ft.com/content/0387e331-61b4-4848-9e50-04775b4c3fa7. 
361 See generally Bd. Governors Fed. Rsrv. Sys., supra note 1, at 18. 
362 PSI Interview with Senior Audit Manager for Silicon Valley Bank engagement team, KPMG (Jan. 26, 

2024) at 22. 
363 PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 128. 
364 Silicon Valley Bank, Joint Risk and Finance Committees Meeting Minutes (Oct. 19, 2022), FRB-

SVB-PSI-000831 at 832 (on file with the Subcommittee); see PSI Interview with Jack Pohlman, Audit Partner, 
KPMG (Feb. 15, 2024) at 127. 
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collapse in their value since the dotcom bubble burst in the early 2000s.”365 KPMG’s 
awareness is particularly concerning as these issues later proved to be relevant to the 
collapse of the bank.366 In its review of Silicon Valley Bank’s collapse, the Federal Reserve 
identified the bank as an outlier due to the extent to which it was impacted by its “highly 
concentrated business model” catering to the venture capital industry, which suffered 
widespread decline in the months leading up to its collapse.367 KPMG acknowledged the 
shifting economic reality of the venture capital industry in 2023 and had reviewed board 
meeting minutes showing leadership’s awareness of the risks these changes posed to the 
bank.368 Mr. Pohlman reiterated that “in the context of this question,” KPMG made the 
appropriate designation by not identifying “fundamental and significant changes” in the 
venture capital industry the day before issuing the bank’s audit.369 Therefore, KPMG did not 
identify a “fundamental and significant change in the industry in which the entity 
operates.”370 
 

5. “[R]egulatory inquiries or investigations into the entity’s operations or 
financial reporting”  

In representing that KPMG did not identify any risks in the category for “Legal and Regulatory,” 
the firm also represented that it was not aware of “Regulatory inquiries or investigations into 
the entity’s operations or financial reporting.”371 This finding stood in contrast to evidence 
that the Federal Reserve and the California Department of Financial Protection and 
Innovation were pursuing numerous inquiries into what the regulators described as the 
bank’s “foundational weaknesses,” including a pending enforcement action.372  
 

 
365 See e.g., Internal KPMG Email Communications (Feb. 22, 2023), KPMG-SVB-PSI-0000029030 (on 

file with the Subcommittee); Internal KPMG Email Communications (Feb. 22, 2023), KPMG-SVB-PSI-
0000040289 (on file with the Subcommittee); Internal KPMG Email Communications (Feb. 22, 2023), KPMG-
SVB-PSI-0000045153 (on file with the Subcommittee); Internal KPMG Email Communications (Feb. 22, 2023), 
KPMG-SVB-PSI-0000045682 (on file with the Subcommittee); Internal KPMG Email Communications (Feb. 22, 
2023), KPMG-SVB-PSI-0000029315 (on file with the Subcommittee); Tabby Kinder et al., supra note 77. 

366 See generally Bd. Governors Fed. Rsrv. Sys., supra note 1. 
367 Id. at 2. 
368 See Silicon Valley Bank, Joint Risk and Finance Committees Meeting Minutes (Oct. 19, 2022), 

FRB_SVB_PSI_000831 (on file with the Subcommittee). 
369 PSI Interview with Jack Pohlman, Audit Partner, KPMG (Aug. 25, 2025). 
370 Going Concern - Identification of Events or Conditions - Required Work Paper (10/20), KPMG-SVB-

PSI-WP-0000006105 at 6105 (on file with the Subcommittee). 
371 Id. 
372 See Fed. Rsrv. Bank San Francisco, Meeting Summary, Quarterly RCM Meeting with KPMG (Apr. 19, 

2022), FRB_SVB_PSI_000012 at 14 (on file with the Subcommittee). 
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Figure 7: Silicon Valley Bank Going Concern Analysis Factor: Legal and Regulatory  

 
Source: KPMG Silicon Valley Bank 2022 Year-End Audit Workpaper “Going Concern – 
Identification of Events or Conditions” (Feb. 23, 2023), KPMG-SVB-PSI-WP-0000006105 (on 
file with the Subcommittee). 
 

Legal and Regulatory  
Over the last 12 months have there been: 
- Changes in law or regulation or government policy that may have a 

significant adverse effect on the entity?  
- Non-compliance with capital or other statutory or regulatory requirements, 

such as solvency or liquidity requirements for financial institutions? 
- Regulatory inquiries or investigations into the entity’s operations or financial 

reporting? 

 
 
 

 
No 

 
Throughout the 2022 audit period, the bank was subject to ongoing regulatory inquiries 
regarding its governance and risk management practices.373 On March 14, 2022, the Federal 
Reserve initiated a targeted examination of Silicon Valley Bank concerning its governance 
and risk management.374 On May 31, 2022, after concluding the targeted examination, the 
regulator issued a supervisory letter requiring the bank to improve its “board effectiveness,” 
“risk management program,” and “internal audit effectiveness.”375 The regulator had 
communicated the underlying concerns with the bank’s risk management to KPMG both 
before it issued the letter and again after the fact.376 
 
In its May 2022 supervisory letter, the Federal Reserve said: “The deficiencies in [internal 
audit’s] processes and reporting negatively affected [the bank’s] ability to provide timely, 
independent assurance that the firm’s risk management, governance, and internal controls 
were operating effectively.”377 The regulatory scrutiny of the bank’s governance continued, 

 
373 See Bd. Governors Fed. Rsrv. Sys., supra note 1, at 47-48. 
374 Id. at 41. 
375 Id. at 48. 
376 Fed. Rsrv. Bank San Francisco, Meeting Summary, Quarterly RCM Meeting with KPMG (Jan. 17, 

2023), FRB_SVB_PSI_000022 (on file with the Subcommittee); Fed. Rsrv. Bank San Francisco of San 
Francisco, Meeting Summary, Quarterly RCM Meeting with KPMG (Apr. 19, 2022), FRB_SVB_PSI_000012 at 13 
(on file with the Subcommittee). 

377 Bd. Governors Fed. Rsrv. Sys., supra note 1, at 48. 
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and, on August 17, 2022, the Federal Reserve sent a follow-up supervisory letter stating its 
intent to escalate to an enforcement action.378 KPMG confirmed to the Federal Reserve 
during a quarterly meeting on January 17, 2023, that it had received the supervisory letters 
the regulator had sent to the bank.379 Ultimately, the bank failed before the regulator initiated 
an enforcement action.380 However, the looming enforcement action had the potential to 
stress the bank at a particularly vulnerable time.381 Beyond monetary penalties, enforcement 
actions often force banks to change their business models and carry serious reputational 
risks.382 Despite frequent interactions with the Federal Reserve in which KPMG received 
updates about the regulator’s ongoing inquiries into the bank’s risk and internal audit 
functions, including a pending enforcement action, KPMG did not identify “Regulatory 
inquiries or investigations into the entity’s operations or financial reporting.”383 Mr. Pohlman 
told the Subcommittee that “in the context [of the question], the response is correct.”384 
 

6. “[S]hare price declined by more than 20% over the last 12 months”  
Within the category “For listed entities,” the going concern workpaper asked: “Has the 
entity’s share price declined by more than 20% over the last 12 months.”385 KPMG 
represented that it had not identified this risk.386  In his interview, Mr. Pohlman acknowledged 
that KPMG’s finding was factually inaccurate, but attributed this discrepancy to a 
“documentation error.”387 
 
  

 
378 U.S. Gov’t Accountability Off., GAO-23-106736, Bank Regulation: Preliminary Review of Agency 

Actions Related to March 2023 Bank Failures, at 22 (Apr. 2023), https://www.gao.gov/assets/gao-23-
106736.pdf. 

379 Summary from Quarterly RCM Meeting between Fed. Rsrv. Bank of San Francisco and KPMG (May 
19, 2025), FRB_SVB_PSI_000022 at 23 (on file with the Subcommittee). 

380 U.S. GOV’T ACCOUNTABILITY OFF., supra note 378, at 17, 22-23. 
381 See John Pereira, et al., Enforcement Actions, Market Movement and Depositors’ Reaction: 

Evidence from the US Banking System, (Apr. 13, 2019) SPRINGER NATURE, 
https://link.springer.com/article/10.1007/s10693-019-00313-9 at 144-46. 

382 See id. 
383 See Going Concern - Identification of Events or Conditions - Required Work Paper (10/20), KPMG-

SVB-PSI-WP-0000006105 (on file with the Subcommittee). 
384 PSI Interview with Jack Pohlman, Audit Partner, KPMG (Aug. 25, 2025). 
385 Going Concern - Identification of Events or Conditions - Required Work Paper (10/20), KPMG-SVB-

PSI-WP-0000006105 at 6105 (on file with the Subcommittee). 
386 See id. 
387 PSI Interview with Jack Pohlman, Audit Partner, KPMG (Aug. 25, 2025). 
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Figure 8: Silicon Valley Bank Going Concern Analysis Factor: For Listed Entities  

 
Source: KPMG Silicon Valley Bank 2022 Year-End Audit Workpaper “Going Concern – 
Identification of Events or Conditions” (Feb. 23, 2023), KPMG-SVB-PSI-WP-0000006105 (on 
file with the Subcommittee). 
 

For listed entities  
Has the entity’s share price declined by more than 20% over the last 12 months? 
(If not a listed entity, answer No) 

 
No 

 
As part of its procedures for closing out Silicon Valley Bank’s 2022 audit, KPMG reviewed 
successive drafts of the bank’s full 10-K, which included a record of the bank’s share price 
for year-end 2022 and 2021.388 According to the drafts of Silicon Valley Bank’s 10-K reviewed 
by KPMG, the bank’s share price had declined from $290.13 on December 31, 2021 to $98.45 
on December 31, 2022, a decline of approximately 66 percent over the course of the 2022 
audit period.389 

 

 
388 See Internal KPMG Email Communications (Jan. 30, 2023) KPMG-SVB-PSI-0000043759 (on file 

with the Subcommittee) (transmitting drafts of Silicon Valley Bank’s 10-Ks). 
389 KPMG Draft of Silicon Valley Bank 2022 10-K Form, KPMG-SVB-PSI-0000043761 at 43799 (on file 

with the Subcommittee). 
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Figure 9: Excerpt from Silicon Valley Bank Draft 2022 Form 10-K Regarding End-of-Year Stock 
Price 
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Source: Draft of Silicon Valley Bank 2022 Form 10-K, attachment to internal KPMG email, at 
164 (Feb. 9, 2023), KPMG-SVB-PSI-0000043761 at 43799 (on file with the Subcommittee). 
 
The bank’s declining stock price was a high priority for bank leadership.390 According to 
December 2022 meeting minutes, the bank’s board of directors asked bank management to 
consider how to counter the potential for “shareholder activism” due to “the current 
environment and recent stock price performance.”391 Outside the audit, the bank’s declining 
share price was noted by market analysts as a risk prior to KPMG’s completion of the bank’s 
2022 audit.392 The day before Mr. Pohlman signed off on the going concern workpaper, he had 
emailed a Financial Times article to KPMG’s Chief Operating Officer and numerous other 

 
390 Silicon Valley Bank, Risk Committee Meeting Minutes (Dec. 16, 2022), FRB_SVB_PSI_000859 at 

862 (on file with the Subcommittee). 
391 Id. 
392 Tabby Kinder et al., supra note 77. On July 25, 2025, KPMG told the Subcommittee: “The 

assessments of equity analysts were consistent with a forward-looking assessment that the bank’s 
headwinds were temporary and did not change the fundamental nature of the business… Far from forecasting 
the bank’s failure over the next year, analysts believed that its stock price would continue to perform in line 
with or exceed the market’s performance.” Letter from Couns. for KPMG to the Hon. Richard Blumenthal, 
Chairman, Permanent Subcomm. on Investigations, Appendix A, at 39-40 (July 25, 2025) (on file with the 
Subcommittee) (citing Barclays, Equity Research, SVB Financial Group (Oct. 11, 2022); RBC Capital Markets, 
Equity Research Quick Take, SVB Financial Group (Dec. 6, 2022), 1; J.P. Morgan, North American Equity 
Research, SVB (Jan. 20, 2023) (emphasis in original), 1; Barclays, Equity Research, SVB Financial Group (Jan. 
20, 2023), 1, 10; Barclays, Equity Research, SVB Financial Group (Feb. 26, 2023), 1, 17). 
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senior executives at the firm which detailed how Silicon Valley Bank’s stock had dropped by 
50% in the prior year.393  
 
The decline in stock value likely had an impact on the bank’s trajectory leading to its 
failure.394 In March 2025, research published by the Federal Reserve concluded that the 
collapse of Silicon Valley Bank, as well as Signature Bank and First Republic Bank, was not, 
in fact, a rapid and unforeseeable crisis, but that “their deposit outflows and stock price 
depreciation were orders of magnitude worse than those of other regional banks.”395 
According to that analysis, the deep and prolonged decline in stock price primed the market 
for the rapid withdrawals that occurred at Silicon Valley Bank and others in March 2023.396 
KPMG observed the severe drop in the bank’s stock price over the previous year by reviewing 
drafts of its 10-K prior to completing the 2022 audit.397  
 
Moreover, the audit team flagged concerns with the bank’s financial performance internally 
prior to the completion of the 2022 audit.398 Regarding the decline in the bank’s stock price 
in 2022, Mr. Pohlman acknowledged: “There was a documentation error… it should have 
been marked as ‘yes.’”399 The Subcommittee asked why not identifying the bank’s declining 
stock price constituted a documentation error, while not identifying that the bank was 
exposed to the volatility in the venture capital industry was appropriate.400 Mr. Pohlman 
responded: “The decline in the stock price was obvious and well-documented. As for the 
volatility in the venture capital in private equity, we felt the company’s financial results were 
consistent and didn’t raise substantial doubt.”401 Ultimately, KPMG did not identify that the 
bank’s “share price declined by more than 20% over the last 12 months.”402 
 

 
393 PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2025) at 69; Tabby Kinder et al., 

supra note 77. See e.g., Internal KPMG Email Communications (Feb. 22, 2023), KPMG-SVB-PSI-0000029315 
(on file with the Subcommittee). 

394 See Steven Kelly & Jonathan Rose, Rushing to Judgment and the Banking Crisis of 2023, FED. RSRV. 
BANK CHI., (Mar. 2025), 4, https://www.chicagofed.org/-/media/publications/working-papers/2025/wp2025-
04.pdf. 

395 Id. 
396 See id. at 25-30. 
397 See KPMG Internal Email Communications (Jan. 30, 2023), KPMG-SVB-PSI-0000043759 (on file 

with the Subcommittee) 
398 See KPMG Internal Email Communications (Feb. 22, 2023), KPMG-SVB-PSI-0000029315 (on file 

with the Subcommittee) (citing Tabby Kinder et al., supra note 77). 
399 PSI Interview with Jack Pohlman, Audit Partner, KPMG (Aug. 25, 2025). 
400 Id. 
401 Id. 
402 See Going Concern - Identification of Events or Conditions - Required Work Paper (10/20), KPMG-

SVB-PSI-WP-0000006105 at 6105 (on file with the Subcommittee). 
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ii. KPMG Ultimately Represented That “None of the Factors Exist That Could be 
Indicative of Substantial Doubt Over the Going Concern” of Silicon Valley 
Bank 

Mr. Pohlman told the Subcommittee that KPMG had evaluated the bank’s ability to continue 
as a going concern as of the release of the financial statement on February 24, 2023.403 The 
day before, February 23, he had signed off on the bank’s going concern workpaper, which 
stated, “none of the factors exist that could be indicative of substantial doubt over the going 
concern” of Silicon Valley Bank.404 The February 23 going concern workpaper was one of the 
final steps KPMG took before signing its 2022 audit and sending it to Silicon Valley Bank for 
inclusion in the bank’s 2022 financial statement, issued on February 24.405 KPMG’s 
approach, wherein the lead audit partner cited the “context” of each question to justify not 
documenting the existence of at least six known concerns in this final workpaper, 
represented a missed opportunity that the auditor had to analyze threats to the bank’s 
continued function.406 Hindsight indicates that some of these known concerns contributed 
to the bank’s failure.407 It is not clear whether a higher level of review of these risks would 
have changed the course of the bank’s ultimate collapse, but KPMG’s failure to even 
acknowledge the existence of these risks meant that it stopped short of thoroughly analyzing 
known key factors regarding the health of the bank. 
 
This apparently superficial review mirrors longstanding criticisms that auditors conduct 
audits as a “check-the-box” exercise “that focuses on minutiae that are unlikely to affect the 
financial statements.”408 While the bank run that culminated in the failure of Silicon Valley 
Bank was swift, the bank’s struggles to reposition its business model during a period of rising 
interest rates and its poor stock performance over the prior year predisposed its depositors 
and investors to be wary.409 While some of these risks were known to the public, many others 

 
403 PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 73. 
404 Going Concern Evaluation – Overall Response, KPMG-SVB-PSI-WP-0000032362 (on file with the 

Subcommittee). 
405 See 2.4.1.20.Going Concern Checklist - CAO, KPMG-SVB-PSI-WP-0000006107 (on file with the 

Subcommittee) (showing sign-off on Feb. 23, 2023); Email from Senior Audit Manager, KPMG to Chief 
Financial Officer, Silicon Valley Bank (Feb. 24, 2023) KPMG-SVB-PSI-0000001858 at 1858 (on file with the 
Subcommittee) (communicating completion of the audit to the bank). 

406 See PSI Interview with Jack Pohlman, Audit Partner, KPMG (Aug. 25, 2025). On July 25, 2025, KPMG 
told the Subcommittee: “the absence of reference to substantial doubt in an auditor’s report should not be 
viewed as providing assurance as to an entity’s ability to continue as a going concern.” Letter from Couns. for 
KPMG to the Hon. Richard Blumenthal, Chairman, Permanent Subcomm. on Investigations, Appendix A, 27 
(July 25, 2025) (citing Auditing Standard 2415) (emphasis in original) (on file with the Subcommittee). 

407 See Bd. Governors Fed. Rsrv. Sys., supra note 1, at 4, 21-25. 
408 Testimony from William J. McDonough, Chairman, Pub. Co. Acct. Oversight Bd., to H. Comm. Fin. 

Servs. (Apr. 21, 2005), 10, https://financialservices.house.gov/media/pdf/042105wm.pdf. 
409 See Steven Kelly & Jonathan Rose, Rushing to Judgment and the Banking Crisis of 2023, FED. RSRV. 

BANK CHI. (Mar. 2025), 25-27, 32-38, https://www.chicagofed.org/-/media/publications/working-
papers/2025/wp2025-04.pdf. 
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would only be revealed by subsequent analysis.410 KPMG was in a unique position to see all 
of these risks unfold in real time. According to the PCAOB, the requirement for auditors to 
conduct a going concern analysis of their client determines whether the auditor discloses 
any risk that the company cannot “continue to meet its obligations as they become due 
without substantial disposition of assets outside the ordinary course of business, 
restructuring of debt, externally forced revisions of its operations, or similar actions.”411 
Ultimately, all of these damaging outcomes came to pass at great cost to the bank’s 
investors, who, unlike depositors, were never made whole.412 While the Subcommittee 
cannot conclude what would have resulted had KPMG conducted a thorough going concern 
analysis, it is striking that it did not, at a minimum, identify several risks listed in its own going 
concern workpaper. 
 

d. KPMG Signed a Comfort Letter with Outdated Financial Data for Silicon Valley 
Bank’s Emergency Fundraising in the Hours Before the Bank Run That Led to Its 
Collapse  

KPMG provided accounting guidance to Silicon Valley Bank related to its efforts to raise 
capital in the months before it collapsed, including available paths to monetize its HTM 
portfolio.413 For Silicon Valley Bank to sell the entirety of its AFS assets would mean that the 
only assets left to sell to generate additional capital would be those classified as HTM.414 
Under HTM accounting rules, once an entity sells any assets classified as HTM, all other 
assets would lose their HTM classification.415 Doing so in March 2023 would have 
functionally cemented a $15 billion loss on Silicon Valley Bank’s balance sheet.416 Prior to 

 
410 See id. 
411 Pub. Co. Acct. Oversight Bd., AS 2415: Consideration of an Entity’s Ability to Continue as a Going 

Concern, https://pcaobus.org/oversight/standards/auditing-standards/details/AS2415 (last visited Sept. 9, 
2025). 

412 See Michael Evans, What Happened to Silicon Valley Bank?, INVESTOPEDIA (Mar. 31, 2025), 
https://www.investopedia.com/what-happened-to-silicon-valley-bank-7368676. 

413 See PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 49, 66. Throughout 
the audit, KPMG provided guidance to Silicon Valley Bank management on potential transactions. See Audit 
Plan & Fee Approval Requests Committee, supra note 213; SVB Financial Group Discussion with the Audit 
Committee, Risk Assessment: Significant Risks (changes to audit plan), KPMG (Jan. 17, 2023), KPMG-SVB-
PSI-WP-0000023000 at 23020 (on file with the Subcommittee). In a January 2023 presentation to the bank’s 
board of directors under a subheading titled, “Accounting and reporting impacts of transactions,” KPMG 
wrote that over the course of the audit, it “involved [] subject matter experts to provide insights and 
perspectives to management on a number of potential SVB Financial Group transactions.” Id. On July 25, 
2025, KPMG told the Subcommittee: “Independent auditors may not perform any decision-making, 
supervisory, or ongoing monitoring function for an audit client.” Letter from Couns. for KPMG to the Hon. 
Richard Blumenthal, Chairman, Permanent Subcomm. on Investigations, Appendix A, 6 (July 25, 2025) (on file 
with the Subcommittee) (citing SEC Rule 2-01(c)(4) of Regulation S-X, 17 C.F.R. 210.2-01 (c)(4); see also 
Section 10A(g) of the Securities Exchange Act of 1934, 15 U.S.C. 78j-1(g)). 

414 Michael J. Walker, supra note 84, at 4-5. 
415 Id. 
416 See id. 
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the collapse of Silicon Valley Bank, bank executives explored multiple paths to raise 
additional funds, including issuing new shares of stock and borrowing against their HTM 
portfolio.417 
 
KPMG provided guidance to the bank as it explored various available paths to monetize its 
HTM portfolio during this critical time. In October 2022, five months before Silicon Valley 
Bank collapsed, KPMG informed the Federal Reserve during a quarterly meeting that it would 
discuss a reclassification of HTM assets as AFS with bank management under a one-time 
transfer allowed by accounting standards.418 In an interview with the Subcommittee, Mr. 
Pohlman characterized Silicon Valley Bank’s planned HTM transactions as “not an 
uncommon activity amongst financial institutions” and indicated that he trusted Silicon 
Valley Bank’s assertion at the time that it was not seeking to generate emergency liquidity.419 
Mr. Pohlman told the Subcommittee he believed Silicon Valley Bank ultimately chose to not 
pursue the transfer in late 2022 to avoid “potential negative investor reaction.”420 KPMG 
continued to provide guidance to bank executives on an effort to pledge its HTM assets for a 
repurchase agreement up until the afternoon of March 9, 2023.421 According to Mr. Pohlman, 
the bank failed before the conclusion of the discussion.422 
 
In addition to providing guidance to Silicon Valley Bank as it explored how to monetize its 
HTM assets, KPMG also drafted a comfort letter in the days before the bank collapsed.423 
Clients often request that an auditor draft a comfort letter as part of a fundraising to 
demonstrate that the underwriter executed a reasonable investigation of the company’s 

 
417 PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 66, 129.  
418 Fed. Rsrv. Bank of San Francisco, Meeting Summary (May 19, 2020), FRB_SVB_PSI_000019 (on file 

with the Subcommittee); see Lorenzo Migliorato & Joshua Walker, US Banks Seize Chance to Transfer 
Securities from HTM to AFS, RISK.NET (Apr. 17, 2023), https://www.risk.net/risk-quantum/7956502/us-banks-
seize-chance-to-transfer-securities-from-htm-to-afs. 

419 PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 44-45. 
420 Id. at 60. 
421 On March 2, 2023, Silicon Valley Bank employees reached out to Mr. Pohlman and other KPMG 

employees to inform them of a planned repurchase agreement and to inquire if KPMG had any “questions 
and/or concerns.” KPMG and Silicon Valley Bank Emails between Silicon Valley Bank employees, Jack 
Pohlman, and Senior Audit Manager for Silicon Valley bank engagement team (Mar. 2-9, 2023), KPMG-SVB-
PSI-0000003172 (on file with the Subcommittee). On July 25, 2025, KPMG told the Subcommittee that the 
proposed repurchase agreement was not for emergency capital, as “bank personnel informed KPMG” that the 
bank planned on pledging HTM securities to satisfy Regulation WW and Regulation YY in response to 
feedback from the Federal Reserve. Letter from Couns. for KPMG to the Hon. Richard Blumenthal, Chairman, 
Permanent Subcomm. on Investigations, Appendix A, 42 (July 25, 2025) (on file with the Subcommittee).  

422 PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 48. 
423 KPMG Invoice #: 8004672114 to SVB Financial Group, (Mar. 9, 2023) KPMG-SVB-PSI-0000045612 

at 45617 (on file with the Subcommittee). 
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financial condition.424 In this instance, KPMG drafted a comfort letter as part of an effort by 
Goldman Sachs to issue additional stock on behalf of Silicon Valley Bank.425  
 
On March 3, 2023, KPMG began work on the comfort letter as part of what Goldman Sachs—
the “bookrunner” responsible for leading all aspects of underwriting the fundraising—
named “Project Sierra.”426 According to Goldman Sachs’s presentation for Project Sierra, if 
all had gone to plan, the investment bank would have approached select investors with the 
offering on Tuesday, March 7, launched the deal on Wednesday, March 8, and publicly 
marketed the offering on Thursday, March 9.427 The KPMG team continued working on the 
comfort letter throughout the weekend of March 4 and March 5.428 The comfort letter defined 
the period of its review as being from January 1, 2023 to February 28, 2023, stating that bank 
officials had represented to KPMG “that no such financial information as of any date or for 
any period subsequent to February 28, 2023 was available.”429 KPMG auditors further stated 
in their workpapers:  
 

Based on the review of the financial information for the period from December 
31, 2022, to February 28, 2023 within the context discussed above, the 
engagement team did not become aware of an event that occurred 
subsequent to our opinion over the audited financial statements that would 
have a material effect on the audited financial statements.430 

 
KPMG workpapers include a signed draft of a comfort letter for the bank’s fundraising, 
completed March 9, 2023.431 Mr. Pohlman told the Subcommittee that KPMG signed the 
comfort letter as an “administrative exercise” but would not have issued it in light of the bank 
run.432 Notably, Silicon Valley Bank management, not KPMG, made the decision to cease 

 
424 See Cornell L. Sch. Legal Info. Inst., supra note 192. 
425 Goldman Sachs, Project Sierra Kick-Off Materials: Preliminary Offering Overview (Mar. 3, 2023), 

KPMG-SVB-PSI-0000065342 at 65346 (on file with the Subcommittee). 
426 Id.; SVB Financial Group, Strategic Actions/Q1’23 Mid-Quarter Update (Mar. 8, 2023), 

https://s201.q4cdn.com/589201576/files/doc_downloads/2023/03/Q1-2023-Mid-Quarter-Update-vFINAL3-
030823.pdf. 

427 Goldman Sachs, supra note 425. 
428 PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 66. 
429 Letter from KPMG to SVB Financial Board of Directors and Goldman Sachs (Mar. 9, 2023), KPMG-

SVB-PSI-0000045965 at 45966 (on file with the Subcommittee). 
430 KPMG SVB Financial Group, Comfort Letter, (Mar. 9, 2023), KPMG-SVB-PSI-WP-0000022480 (on 

file with the Subcommittee). 
431 Letter from KPMG to SVB Financial Board of Directors and Goldman Sachs (Mar. 9, 2023), KPMG-

SVB-PSI-0000045965, at 45969, 58963 (on file with the Subcommittee). 
432 See PSI Interview with Jack Pohlman, Audit Partner, KPMG (Aug. 25, 2025). 
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work on the comfort letter by terminating the fundraising upon determining there was a bank 
run.433 
 
Figure 10: Signed Comfort Letter Included in KPMG Workpapers Dated March 9, 2023  

 
Source: Letter from KPMG to SVB Financial Board of Directors and Goldman Sachs (Mar. 9, 
2023), KPMG-SVB-PSI-0000045965 at 45969 (on file with the Subcommittee). 
 
Before an auditor can formally issue a comfort letter by emailing it to a client, accounting 
standards require the auditor to receive a representation letter from their client’s 
management regarding the sufficiency of due diligence conducted on the information 
provided to the auditor.434 On March 9, 2023, the KPMG team emailed a draft of a 
management representation letter to an employee at Silicon Valley Bank to obtain signatures 
from the necessary bank executives.435 The bank employee replied, “I will let each exec’s 
admin know these will be coming. . . and they need to be signed asap.”436 KPMG employees 
worked through the morning and early afternoon to secure signatures from the bank’s CEO, 
CFO, and Chief Accounting Officer.437 By 2:25pm Pacific Time on March 9, KPMG had not yet 

 
433 See id. 
434 See Pub. Co. Acct. Oversight Bd., AS 6101: Letters for Underwriters and Certain Other Requesting 

Parties, https://pcaobus.org/oversight/standards/auditing-standards/details/AS6101 (last visited Sept. 10, 
2025). 

435 See Silicon Valley Bank & KPMG Emails between Silicon Valley Bank employees and Senior Audit 
Manager for Silicon Valley Bank Engagement Team (Mar. 9, 2023), KPMG-SVB-PSI-0000083965 (on file with 
the Subcommittee) [hereinafter SVB-KPMG Emails (Mar. 9, 2023), KPMG-SVB-PSI-0000083965]; Silicon Valley 
Bank & KPMG Emails between Silicon Valley Bank employees and Senior Audit Manager for Silicon Valley 
Bank Engagement Team (Mar. 9, 2023), KPMG-SVB-PSI-0000075461(on file with the Subcommittee) 
[hereinafter SVB-KPMG Emails (Mar. 9, 2023), KPMG-SVB-PSI-0000075461]. 

436 SVB-KPMG Emails (Mar. 9, 2023), KPMG-SVB-PSI-0000083965, supra note 435. 
437 See Silicon Valley Bank & KPMG Emails between Silicon Valley Bank employees and Senior Audit 

Manager for Silicon Valley Bank Engagement Team (Mar. 9, 2023), KPMG-SVB-PSI-0000012759 (on file with 
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obtained signatures from the bank’s CEO, Greg Becker and CFO, Dan Beck.438 According to 
an email from a bank employee to KPMG, the CEO and CFO were unavailable due to “back 
to back investor meetings.”439   
 
Mr. Pohlman’s correspondence at the time suggests that KPMG knew of Silicon Valley Bank’s 
deteriorating financial condition. The previous evening, Mr. Pohlman emailed KPMG’s Chief 
Operating Officer a news article about the bank’s fundraising efforts noting that Moody’s had 
downgraded the bank’s credit rating by “one notch,” adding, “I think they could have been 
contemplating a more severe downgrade had SVB’s actions not been taken.”440 Mr. Pohlman 
further noted that the bank’s stock had declined approximately 31 percent in the hours since 
the market closed on the evening of March 8.441 Beyond the decline in after-market trading, 
the bank’s stock crashed when the markets opened the morning of March 9, as panic spread 
through the venture capital industry.442  
 
The Subcommittee asked Mr. Pohlman whether he had reason to question the language in 
the comfort letter as of March 9, 2023 as KPMG was pressing for signatures from bank 
leadership.443 Mr. Pohlman told the Subcommittee that Silicon Valley Bank never told him 
“specifically” why they were considering raising capital.444 He reiterated to the 
Subcommittee, “I don’t recall any sort of time pressure” regarding the bank’s fundraising.445 
The Subcommittee asked him if it would have been appropriate to issue a comfort letter on 
March 9 that included ten-day-old numbers, to which Mr. Pohlman responded, “nobody had 
knowledge of the outflow of deposits, nor could they have.”446 Mr. Pohlman acknowledged 
that auditors may ask for updated numbers from their client in some instances, but that for 

 
the Subcommittee) [hereinafter SVB-KPMG Emails (Mar. 9, 2023), KPMG-SVB-PSI-0000012759]; Silicon Valley 
Bank & KPMG Emails between Silicon Valley Bank employees and Senior Audit Manager for Silicon Valley 
Bank Engagement Team (Mar. 9, 2023), KPMG-SVB-PSI-0000014802 (on file with the Subcommittee) 
[hereinafter SVB-KPMG Emails (Mar. 9, 2023), KPMG-SVB-PSI-0000014802]. 

438 See SVB-KPMG Emails (Mar. 9, 2023), KPMG-SVB-PSI-0000014802, supra note 437. 
439 See Silicon Valley Bank & KPMG Emails between Silicon Valley Bank employees and Senior Audit 

Manager for Silicon Valley Bank Engagement Team (Mar. 9, 2023), KPMG-SVB-PSI-0000014791 (on file with 
the Subcommittee) supra note 437. 

440 Internal KPMG Emails between Jack Pohlman and Laura Newinski (Mar. 8-9, 2023), KPMG-SVB-
PSI-0000028448 at 28448 (on file with the Subcommittee). 

441 Id. 
442 Candice Choi, The Banking Crisis: A Timeline of Key Events, WALL ST. J. (May 11, 2023), 

https://www.wsj.com/finance/bank-collapse-crisis-timeline-724f6458. 
443 PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 77-79.  
444 Id at 66.  
445 Id at 67. 
446 Id at 76. 
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this fundraising, KPMG used the cutoff for financial data agreed upon with the 
underwriters.447  
 
Noting the sharp decline in the stock price the morning of March 9, the Subcommittee asked 
Mr. Pohlman whether there was a cutoff in the declining stock price at which point KPMG 
might ask for updated numbers.448 Mr. Pohlman replied that while KPMG was monitoring the 
stock price, there was no hard and fast cutoff.449 Regardless, Mr. Pohlman told the 
Subcommittee he would not have issued the comfort letter knowing of the bank run.450 It was 
ultimately the bank, not KPMG, that halted the process of drafting the comfort letter in 
making the decision to terminate the fundraising on March 9.451  
 
Ultimately, KPMG never received all necessary signatures for the management 
representation letter before the bank collapsed. Before KPMG could collect the necessary 
signatures, Silicon Valley Bank’s CFO called Mr. Pohlman in the early afternoon of March 9, 
2023 to tell him the bank was no longer pursuing the fundraising because there was a bank 
run, and to inform him that the bank was considering selling some of its HTM assets.452 
Shortly thereafter, based upon instant messages obtained by the Subcommittee, word 
traveled through the KPMG team that “the equity raise is not happening,” with junior auditors 
who had been tasked with obtaining signatures from bank executives being told there was 
no need “to chase them further.”453 The sale of securities to raise emergency capital was 
never completed, but KPMG’s drafting of a comfort letter raises questions as to whether 
potential investors would have received a fulsome understanding of the bank’s financial 
condition had Project Sierra gone to plan and Goldman Sachs had marketed new shares to 
the public on March 9. 
 

e. Conclusion 
KPMG billed over 40,000 hours and charged Silicon Valley Bank $10.9 million for the work of 
more than 250 KPMG employees as part of the bank’s 2022 audit, a 10 percent increase over 

 
447 See PSI Interview with Jack Pohlman, Audit Partner, KPMG (Aug. 25, 2025). 
448 See id. 
449 See id. 
450 See id. 
451 See id. 
452 PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 54. 
453 Internal KPMG Communications Silicon Valley Bank employees and Senior Audit Manager for 

Silicon Valley Bank Engagement Team (Mar. 9, 2023), KPMG-SVB-PSI-0000079804 (on file with the 
Subcommittee). 
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2021.454 At its conclusion, KPMG’s 2022 audit of Silicon Valley Bank resulted in an 
unqualified audit opinion.455 From the initial scoping of the audit to its issuance, KPMG’s 
audit of Silicon Valley Bank determined that “foundational weaknesses” in the bank’s risk 
management were inconsequential to the bank’s financial statement.456  
 
Moreover, as part of its formal audit procedures, KPMG did not identify numerous risk factors 
in the going concern workpaper it completed at the end of the audit.457 These factors 
included objective criteria known to KPMG, such as the precipitous decline in the bank’s 
stock price.458 KPMG failed to acknowledge factors that proved relevant to the bank’s failure 
as it finalized the audit, such as the decline in the value of its HTM portfolio days before the 
bank’s frenzied efforts to raise emergency capital and its ultimate collapse.459 These failures 
suggest the auditor conducted its final going concern risk assessment of the bank as a mere 
afterthought.460 
 
KPMG issued an unqualified audit opinion for Silicon Valley Bank just seven days before the 
auditor began drafting a comfort letter for Goldman Sach’s ill-fated fundraising efforts for the 
bank, which would have involved selling the bank’s entire AFS portfolio.461 According to 

 
454 See Email from Director, KPMG, to Managing Director, KPMG (Mar. 10, 2023), KPMG-SVB-PSI-

0000027784 at 27785 (on file with the Subcommittee). These 250 employees collectively generated 
approximately 70,000 pages of workpapers over the course of the audit. This reflects the number of 
documents produced to the Subcommittee and uploaded to its internal shared drive. See Letter from Couns. 
for KPMG to PSI (June 23, 2023) (on file with the Subcommittee). KPMG also charged the bank another 
$932,293 for “audit-related services,” which included assisting with other documentation such as Service 
Organization Controls (“SOC”) attestations, Uniform Single Attestation Program (“USAP”) examinations, and 
preparing the bank in case it needed to file an 8-K “Current Report.” KPMG, SVB Financial Group Discussion 
with the Audit Committee (Feb. 21, 2023), KPMG-SVB-PSI-WP-0000065415 at 65430 (on file with the 
Subcommittee). Additionally, KPMG charged Silicon Valley Bank $645,000 for tax consulting and preparation 
services in 2022. Id. In addition to these formal engagements, KPMG provided guidance to Silicon Valley Bank 
management on potential transactions. See Audit Plan & Fee Approval Requests Committee, supra note 213; 
SVB Financial Group Discussion with the Audit Committee, Risk Assessment: Significant Risks (changes to 
audit plan), KPMG (Jan. 17, 2023), KPMG-SVB-PSI-WP-0000023000 at 23020 (on file with the Subcommittee). 
In a January 2023 presentation to the bank’s board of directors under a subheading titled, “Accounting and 
reporting impacts of transactions,” KPMG wrote that over the course of the audit, it “involved [] subject matter 
experts to provide insights and perspectives to management on a number of potential SVB Financial Group 
transactions.” Id. 

455 See supra Finding I(a). 
456 Federal Reserve Bank of San Francisco, Meeting Summary, Quarterly RCM Meeting with KPMG 

(Apr. 19, 2022), FRB_SVB_PSI_000012 at 14; see Francine McKenna, Part 1: Where was KPMG while Silicon 
Valley Bank, and the rest, were teetering? THE DIG (May 13, 2023). https://thedig.substack.com/p/where-was-
kpmg-while-silicon-valley. 

457 See supra Finding I(c). 
458 See supra Finding I(c). 
459 See supra Finding I(c). 
460 See supra Finding I(c). 
461 See supra Finding I(c). 
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analysis published by the Federal Reserve, these fundraising efforts could have potentially 
led to a tainting of the bank’s HTM portfolio, yet KPMG had failed to articulate this decline in 
its final going concern analysis in the preceding days.462 The Subcommittee was unable to 
determine whether a going concern disclosure may have threatened the bank’s efforts to 
raise capital mere days after publishing its financial statement, which the bank had issued 
after trading hours on a Friday night.463 When the Subcommittee asked KPMG auditors about 
these decision points, they relied on a technical view of auditing standards that abdicated 
them of responsibility for considering the bank’s overall risk profile.464  

 
  

 
462 See supra Finding I(c); Amanda Blanco, Signs of SVB’s failure likely hidden by obscure ‘HTM’ 

accounting designation. Are reforms needed?, FED. RSRV. BANK BOSTON (Dec. 14, 2023), 
https://www.bostonfed.org/news-and-events/news/2023/12/silicon-valley-bank-failure-accounting-
designation-held-to-maturity-obscure.aspx, (citing Michael J. Walker, supra note 84). 

463 SVB Financial Group, Form 10-K, File No. 001-39154 (Feb. 24, 2023), Accepted Feb. 24, 2023, 
16:43:08 ET, available at 
https://www.sec.gov/Archives/edgar/data/719739/000071973923000021/0000719739-23-000021-
index.htm. 

464 See PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 154; PSI Interview 
with Lead Audit Partner 1, Partner, KPMG (Jan. 10, 2024) at 9; PSI Interview with Lead Audit Partner 2, Lead 
Audit Partner, KPMG (Feb. 29, 2024) at 10, 19; PSI Interview with Mike Keehlwetter, Audit Partner, KPMG (Jan. 
9, 2024) at 203. 
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II. KPMG Appeared to Justify or Disregard Indicators of Compromised 
Financial Reporting During Its 2022 Audit of Signature Bank 
 

a. KPMG Identified “Significant Risk of Error [] and Fraud” in Signature Bank’s 
“Allowance for Credit Loss” Associated with the Bank’s Commercial Real Estate 
Portfolio   

KPMG began planning Signature Bank’s 2022 audit in March 2022 by assessing initial audit 
risks and making inquiries of management necessary to inform the scope of the work.465 In 
May 2022, the KPMG audit team completed a workpaper that documented their 
understanding of Signature Bank’s business model and identified “factors that are 
significant in directing the activities of the engagement team.”466 This initial workpaper 
highlighted the role of cryptocurrency related deposits and commercial real estate to the 
bank.467 The April 2022 workpaper described the bank’s strategy as growing “organically 
through offering new products” that catered to venture capital and the crypto industry.468 The 
workpaper further identified the bank’s “primary revenue stream” as being generated by 
interest on loans on multi-family and commercial real estate and investment securities.469  

 
The bank’s commercial real estate portfolio was directly implicated by the bank’s allowance 
for credit losses (“ACL”).470 An ACL is an accounting metric used to determine the reserve a 
bank needs to set aside on its balance sheet to cover estimated losses from loans or other 
financial assets that may not be repaid.471 Underreporting an ACL creates the risk of 
concealing serious financial concerns and misleading investors.472 Using insufficient audit 
evidence to calculate a bank’s ACL can lead to an enforcement action by the PCAOB for an 
auditor’s failure to exercise due care in the execution of the audit.473 

 
See KPMG Presentation to the Signature Bank Examining Committee of the Board of Directors (Aug. 

4, 2022), KPMG-SBNY-PSI-WP-0000001001 at 1021 (on file with the Subcommittee); PSI Interview with Mike 
Keehlwetter, Audit Partner, KPMG (Jan. 9, 2024) at 29-32.  

466 KPMG Signature Bank 2022 Year End Audit Workpaper, KPMG-SBNY-PSI-WP-0000000086 (on file 
with the Subcommittee) (evaluating audit strategy). 

467 Id. 
468 Id. 
469 Id. 
470 Signature Bank, Annual Report (Form 10-K), 85 (Mar. 1, 2023). 
471 Credit Losses, FINANCIAL ACCOUNTING STANDARDS BOARD, https://www.fasb.org/projects/current-

projects/credit-losses (last visited Sept. 4, 2025). 
472 See Pub. Co. Acct. Oversight Bd., Spotlight: Auditing Considerations Related to Commercial Real 

Estate (May 2024), https://assets.pcaobus.org/pcaob-dev/docs/default-source/documents/commercial-real-
estate-spotlight.pdf; Fin. Acct. Standards Bd., Accounting Standards Update: Measurement of Credit Losses 
on Financial Instruments No. 2016-13 (June 2016), 255, 
https://www.fasb.org/page/ShowPdf?path=ASU%202016-13.pdf. 

473 See, e.g., Richard H. Huff, Jr., CPA, PCAOB No. 105-2019-001 (Feb. 26, 2019), 
https://pcaobus.org/Enforcement/Decisions/Documents/105-2019-001-Huff.pdf. 
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In August 2022, KPMG again identified risks of error and fraud with respect to the bank’s ACL 
in a presentation to Signature Bank’s board of directors474 
 
Figure 11: Excerpt from August 4, 2022 KPMG Presentation to Signature Bank Board of 
Directors  

 
Source: KPMG Presentation to the Signature Bank Examining Committee of the Board of 
Directors (Aug. 4, 2022), KPMG-SBNY-PSI-WP-0000001001 at 1023 (on file with the 
Subcommittee). 

 
Relevant factors affecting our risk assessment 

  
We identified a significant risk of error regarding the above elements of the estimate and 
significant risk of fraud in regards to the qualitative framework element of the ACL 
methodology due to the complexity, high degree of subjectivity, and auditor judgment 
applied in: 1) assessing the methodologies and data use to derive the quantitative 
allowance; and 2) assessing key assumption and applied in estimate, including the 
reasonable and supportable forecasts, macroeconomic forecast selection and 
development and application of the qualitative framework.  

 
 
KPMG’s 2022 audit opinion for Signature Bank included a critical audit matter related to the 
ACL for the bank’s loan portfolio.475 Critical audit matters are a component of an auditor’s 
opinion that identify areas of the audit that involve especially challenging, subjective, or 
complex auditor judgment and relate to material accounts or disclosures.476 Critical audit 

 
474 KPMG Presentation to the Signature Bank Examining Committee of the Board of Directors (Aug. 4, 

2022), KPMG-SBNY-PSI-WP-0000001001 at 1023 (on file with the Subcommittee). The other significant risk 
identified was that management could override controls over financial reporting and ultimately “prepare 
fraudulent financial statements,” a risk the presentation characterized as “present in all entities.” Id at 1022. 
Additionally, KPMG’s presentation to the board of directors identified areas the auditor would monitor, 
including: “Changes to economic environment including inflation, rising interest rates, [and] Fed Policy.” Id at 
1024. 

475 Signature Bank, Annual Report (Form 10-K), 118-19 (Mar. 1, 2023). 
476 See Implementation of Critical Audit Matters: The Basics, PUB. CO. ACCT. OVERSIGHT BD. (Mar. 18, 

2019), https://assets.pcaobus.org/pcaob-dev/docs/default-source/standards/documents/implementation-
of-critical-audit-matters-the-basics.pdf. 
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matters are often disclosed in the auditor’s report for large public companies with the goal 
of providing investors greater transparency into the auditor’s reasoning for the most 
significant aspects of the audit.477 Critics have argued, however, that critical audit matters 
have fallen short of this goal, instead presenting unhelpful, boilerplate technicalities that 
rarely include useful information to investors.478 The Subcommittee asked the lead audit 
partner for the KPMG audit team for Signature Bank’s 2022 audit, Mike Keehlwetter, if he 
believed critical audit matters convey information in a way that average investors can 
understand.479 Mr. Keehlwetter replied,  

 
[W]hen you say, “average investor,” I think the average investor’s probably 
buying Vanguard index funds. So, the people that are going to take the time to 
read a financial report probably have a higher level of financial acumen than 
the average investor and this might not be out of their league to understand.480  

 
The critical audit matter included in KPMG’s audit opinion for Signature Bank’s 2022 financial 
statement discussed the factors and assumptions used to calculate the bank’s ACL.481 While 
the critical audit matter addressed the technical process for assessing the bank’s ACL, it did 
not make a qualitative judgment on the level of risk inherent in the bank’s ACL, nor did it 
identify any evidence that the bank’s ACL may not have been calculated correctly.482 PCAOB 
standards do not require auditors to provide a qualitative explanation of the level of risk 
presented by an institution.483 However, the relevant standard requires auditors to provide 
contextual information relevant to why an auditor considered an area worthy of inclusion in 
a critical audit matter.484  
 

 
477 See id.  
478 See, e.g., Matthew Ege et al., When Critical Audit Matters (CAMs) are Informative: Evidence from 

Artificial Intelligence (AI)-benchmarking, BRETTONWOODS SKI CONFERENCE (Feb. 2025), 
https://www.brettonwoodsskiconference.com/uploads/b/f9bfc8b0-0251-11ed-a646-
3dea17112d2f/When%20Critical%20Audit%20Matters%20are%20Informative.pdf; Auditors Gear Up for Fight 
as PCAOB Brings Back Critical Audit Matters to Research Agenda, Thomson Reuters (Nov. 28, 2023), 
https://tax.thomsonreuters.com/news/auditors-gear-up-for-fight-as-pcaob-brings-back-critical-audit-
matters-to-research-agenda; Jian Zhang & Kurt Pany, Critical Audit Matter Reporting: A Comparison of Years 1 
through 3, CPA J. (Mar. 22, 2023), https://www.cpajournal.com/2023/03/22/critical-audit-matter-reporting/. 

479 PSI Interview with Mike Keehlwetter, Audit Partner, KPMG (Jan. 9, 2024) at 185. 
480 Id at 185. 
481 Signature Bank, Annual Report (Form 10-K), 118 (Mar. 1, 2023). 
482 Id. 
483 See Pub. Co. Acct. Oversight Bd., AS 3101: The Auditor's Report on an Audit of Financial 

Statements When the Auditor Expresses an Unqualified Opinion (June 1, 2017), 
https://pcaobus.org/oversight/standards/auditing-standards/details/AS3101. 

484 See id. 



75 
 

On February 23, 2023, six days before Signature Bank issued its 2022 10-K report, KPMG 
reported to the bank’s board of directors, “we expect to conclude that the ACL is fairly stated 
in all material respects in relation to the consolidated financial statements taken as a 
whole.”485 KPMG concluded its audit on March 1, 2023, issuing an unqualified audit opinion, 
including its critical audit matter on the bank’s ACL.486  
 

b. KPMG Did Not Perform an Independent Review of a Whistleblower Allegation 
of Fraud and Dismissed a Corroborating FDIC Report Despite Knowing Regulators Had 
Documented Concerns  
On July 12, 2022, Signature Bank informed KPMG of allegations made by a former Signature 
Bank senior executive, whose responsibilities related to commercial real estate loans and 
risk.487 According to KPMG workpapers, the whistleblower alleged that “the Bank was 
utilizing significantly inflated values of loan collateral, which in turn were used to calculate 
artificially low loan to value ratios (“LTVs”).”488 An LTV ratio compares the size of a loan to the 
value of the collateral securing it, based on the bank’s appraisal documentation, and is a 
common metric used to assess credit risk in real estate lending.489  

 

 Loan to Value ("LTV") =
Loan Amount

Appraised Asset Value
 

 
According to Mr. Keehlwetter, LTVs were a component of KPMG’s evaluation of the bank’s 
ACL.490 Signature Bank terminated the whistleblower, citing performance issues, which the 
whistleblower disputed as retribution.491 The bank ultimately settled these claims.492 

 
PCAOB regulations require an independent auditor that becomes aware of possible illegal 
acts committed by an audit client to “obtain an understanding of the nature of the act, the 
circumstances in which it occurred, and sufficient other information to evaluate the effect 

 
485 Signature Bank Discussion with the Examining Committee, Critical Accounting Estimates (Feb. 23, 

2023), KPMG-SBNY-PSI-0000025017 at 25037 (on file with the Subcommittee). 
486 Signature Bank, Annual Report (Form 10-K) (Mar. 1, 2023).  
487 See Memorandum, Actual or Suspected Non-Compliance with Laws and Regulations, including 

Illegal Acts, Not Deemed to be Clearly Inconsequential (July 21, 2022), KPMG-SBNY-PSI-WP-0000029635 at 
29635 (on file with the Subcommittee) [hereinafter NOCLAR Memo]. 

488 Id. 
489 Real Estate Lending Standards, 12 C.F.R. § 365.2 (2019). 
490 PSI Interview with Mike Keehlwetter, Audit Partner, KPMG (Jan. 9, 2024) at 227. 
491 NOCLAR Memo, supra note 487, at 29636. 
492 Letter from Signature Bank Outside Counsel to KPMG (Jan. 30, 2023), KPMG-SBNY-PSI-WP-

0000009846 at 9849 (on file with the Subcommittee). 
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on the financial statements.”493 In addition to any potential impact on the financial 
statements, auditors are required to “consider the implications of an illegal act in relation to 
other aspects of the audit, particularly the reliability of representations of management.”494 
As part of this process, independent auditors “should inquire of management at a level 
above those involved [in the alleged illegality], if possible.”495 Whether an act is illegal is 
typically “beyond the auditor’s professional competence” and would “generally be based on 
the advice of an informed expert qualified to practice law.”496 

 
The whistleblower told PSI that they were concerned that Signature Bank was using inflated 
valuations (including poorly reasoned appraisals, severely out-of-date appraisals/pre-covid 
appraisals, and poor internal underwriting unsupported by current data).497 The 
whistleblower told the Subcommittee they urged their superiors to update the bank’s 
underwriting accordingly, but the whistleblower’s superiors disagreed with this suggestion, 
responding “that the FDIC would not catch it” because they were overwhelmed during the 
pandemic, and that they wouldn’t delve into this level of detail.498 According to the 
whistleblower, it was obvious in specific transactions that some Signature Bank clients were 
almost certainly “committing mortgage fraud”—fraud that the bank’s commercial real estate 
department was informed about (by the whistleblower) and disregarded in order to generate 
business.499  

 
According to the whistleblower, the bank did not take action despite its awareness that 
borrowers were allegedly providing fraudulent information, including an inflated sales price 
which would inevitably inflate the appraised valuation.500 Signature Bank, whose 
commercial office property portfolio primarily dealt with low-to-mid-grade quality office 
properties that were disproportionately impacted by the COVID-19 pandemic, underwrote 
their New York City office buildings at an occupancy level of 90 percent in 2022, when many 
businesses had abandoned physical office space, and market data (as featured in a 
prominent Wall Street Journal story) indicated such high levels of occupancy would have 

 
493 Pub. Co. Acct. Oversight Bd., AS 2405.10: Audit Procedures in Response to Possible Illegal Acts, 

https://pcaobus.org/oversight/standards/auditing-standards/details/AS2405 (last visited Sept. 12, 2025). 
494 Id. at 2405.16. 
495 Id. at 2405.10. 
496 Id. at 2405.03. 
497 PSI Interview with Whistleblower. 
498 Id. 
499 Id. 
500 Id. 
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been virtually impossible to be achieved across a portfolio.501 The whistleblower had been 
informed that senior management was aware of the Wall Street Journal article and was 
concerned about its implications.502 The whistleblower told the Subcommittee that they 
raised the issue and the risks posed to the bank with its executives numerous times, but that 
the bank’s leadership was unwilling to adjust the underwriting to accurately reflect updated 
market conditions, and would not pursue a strategy to de-risk the bank’s office loan portfolio, 
as advocated by the whistleblower.503 According to the whistleblower, during a number of 
these extended conversations, senior management expressed they felt pressure to increase 
revenue and profitability.504 

 
According to the whistleblower, the bank did not take action despite its awareness that 
borrowers were allegedly providing fraudulent valuations to “keep in place a highly inflated 
stock price and not interfere with the bank’s expansion plans or capital-raising activities, 
including the issuances of shares in January 2022.”505 Instead, the whistleblower alleged that 
the bank used the artificially low LTVs to mislead investors, including during its Q1 2022 
earnings call on April 19, 2022, during which an analyst asked management whether in “any 
of your real-estate oriented asset classes [are you] seeing any sort of credit deterioration?”506 
Signature Bank’s Chief Operating Officer responded that they felt “well protected” by the 
portfolio’s LTV of 56%—a figure allegedly calculated with fraudulent numbers.507 According 
to a July 2022 memo KPMG prepared regarding the allegations, the whistleblower had 
participated in a March 2022 meeting with the FDIC as part of the bank’s regular 
communications with the regulator and represented that the FDIC “agreed with and echoed 
[the whistleblower’s] concerns regarding inaccurate LTV.” 508 

 
When questioned by the Subcommittee, Mr. Keehlwetter acknowledged that the allegations 
made by the whistleblower could have had an impact on the audit work if KPMG determined 
that the claims were substantiated.509 Mr. Keehlwetter explained that he would have 
considered the risk to be substantiated if the bank’s law firm had said they were 

 
501 PSI Interview with Whistleblower; Kate King, et al., Midtown Manhattan with Fewer Office Workers: 

Imagining the Unthinkable, WALL ST. J. (Mar. 22, 2022), www.wsj.com/real-estate/commercial/midtown-
manhattan-with-fewer-office-workers-imagining-the-unthinkable-11647941402. 

502 PSI Interview with Whistleblower. 
503 Id. 
504 Id. 
505 NOCLAR Memo, supra note 487, at 29636. 
506 PSI Interview with Whistleblower; Signature Bank (SBNY) Q1 2022 Earnings Call Transcript, MOTLEY 

FOOL (Apr. 19, 2022), https://www.fool.com/earnings/call-transcripts/2022/04/19/signature-bank-sbny-q1-
2022-earnings-call-transcri/.  

507 Id. 
508 NOCLAR Memo, supra note 487, at 29635. 
509 PSI Interview with Mike Keehlwetter, Audit Partner, KPMG (Jan. 9, 2024) at 217-218, 225. 
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substantiated.510 According to documents obtained by the Subcommittee, KPMG reviewed 
the whistleblower’s allegation letter and made inquiries of several Signature Bank 
executives, including Stephen Wyremski, the bank’s CFO, and the law firm hired by Signature 
Bank to investigate the allegations.511  
 
The law firm that Signature Bank retained to assess the whistleblower’s claims had 
previously performed litigation work for the bank.512 The law firm did not produce a written 
report, so KPMG relied on an “oral summary” of the law firm’s investigation, and concluded 
that the allegations were unfounded.513 According to documents obtained by the 
Subcommittee, KPMG determined that the law firm retained by Signature Bank was 
sufficiently independent to evaluate the whistleblower’s allegations.514 According to KPMG, 
the firm “complied with. . .auditing standards and followed accepted industry practices in 
‘shadowing’ the investigation performed by qualified outside counsel and conducting an 
assessment as to whether the process followed by outside counsel was reasonable, before 
concluding that [KPMG] could rely on the investigation findings.”515 

 
Relying on the conclusion reached by Signature Bank’s external counsel, KPMG determined 
that the whistleblower’s claims were unfounded.516 Mr. Keehlwetter told the Subcommittee: 
“We had discussions with the third-party law firm that conducted the investigation and felt 
that the evidence that we were provided through their investigation was sufficient to support 
their conclusions.”517 Mr. Keehlwetter told the Subcommittee that KPMG did not conduct its 
own independent investigation of the claims made by the whistleblower.518 KPMG told the 
Subcommittee that “the engagement team’s handling of [the whistleblower’s allegations] 
reflects a textbook example of how audit firms apply the professional standards in situations 
involving potential illegal acts by a client.”519 

 
While auditing standards prescribe a high bar for disclosing client information, meeting 
minutes reviewed by the Subcommittee showed that KPMG auditors did not ask the 

 
510 Id at 225. 
511 NOCLAR Memo, supra note 487, at 29635. 
512 Id. 
513 Id at 29636. 
514 NOCLAR Memo, supra note 487, at 29635. 
515 Letter from Couns. for KPMG to the Hon. Richard Blumenthal, Chairman, Permanent Subcomm. 

on Investigations, Appendix A, 58 (July 25, 2025) (on file with the Subcommittee). 
516 NOCLAR Memo, supra note 487, at 29635; PSI Interview with Mike Keehlwetter, Audit Partner, 

KPMG (Jan. 9, 2024) at 236. 
517 PSI Interview with Mike Keehlwetter, Audit Partner, KPMG (Jan. 9, 2024) at 222. 
518 Id. at 220. 
519 Letter from Couns. for KPMG to the Hon. Richard Blumenthal, Chairman, Permanent Subcomm. 

on Investigations, Appendix A, 57 (July 25, 2025) (on file with the Subcommittee) 
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regulator questions related to the substance of the allegations.520 Indeed, Mr. Keehlwetter 
did not ask the FDIC about the topic at a quarterly meeting between KPMG and the FDIC that 
he attended in July 2022, the day after Signature Bank informed KPMG of the whistleblower 
allegations, other than to say KPMG was “pleased with what we’re seeing” in the course of 
its review of the bank’s lending practices.521 Mr. Keehlwetter told the Subcommittee that at 
the time of the July meeting with the FDIC, KPMG had not completed its review of the matter 
and it “would have been inappropriate to discuss [the allegations] with anyone outside the 
company before [Signature Bank] had completed their own internal review.”522 

 
Even though KPMG did not ask about the issues raised by the whistleblower, the FDIC 
independently raised concerns about Signature Bank’s “documentation and support for 
valuations used in collateral dependent loans” at a quarterly meeting in April 2022, before 
the audit team learned of the whistleblower allegations.523 KPMG’s notes for the April 2022 
meeting with the FDIC stated:  
 

There is a recommendation expected to come regarding documentation and 
support for valuations used in collateral dependent loans. The regulators are not 
questioning the values, but rather the support provided to determine the values 
[were] inconsistent and sufficiently documented.524 

 

 
520 See Signature Bank 2Q22 Quarterly Update, FDIC (July 13, 2022), PSI00002774 (on file with the 

Subcommittee); PSI Interview with Mike Keehlwetter, Audit Partner, KPMG (Jan. 9, 2024) at 226. PCAOB 
standards protect the confidentiality of information that auditors obtain about their clients, restricting 
auditors’ ability to share what they learn with regulators without their client’s approval. See Pub. Co. Acct. 
Oversight Bd., AU Section 9339A Working Papers: Auditing Interpretations of Section 339A, at 339A.04, 
https://pcaobus.org/oversight/standards/archived-standards/details/AU9339A (last visited Sept. 10, 2025). 
Under PCAOB AS 2405, auditors are required to report illegal acts to the audit committee, but they are not 
permitted to report to the SEC unless the act has a material effect on the financial statements and the client 
fails to take appropriate action. Pub. Co. Acct. Oversight Bd., AS 2405: Illegal Acts by Clients, 
https://pcaobus.org/oversight/standards/auditing-standards/details/AS2405 (last visited Sept. 10, 2025). 
Under Section 10A-1 of the Securities and Exchange Act, auditors are required to report such an act to the 
Chief Accountant of the SEC only if the client’s board of directors fails to respond. As a result, even credible 
evidence of fraud may go unreported if it does not meet these narrowly tailored conditions. 17 C.F.R. § 
240.10A-1 (2019). 

521 See PSI Interview with Mike Keehlwetter, Audit Partner, KPMG (Jan. 9, 2024) at 223-224; Signature 
Bank 2Q22 Quarterly Update, FDIC (July 13, 2022), PSI00002774 (on file with the Subcommittee).  

522 PSI Interview with Mike Keehlwetter, Audit Partner, KPMG (Jan. 9, 2024) at 226. 
523 Signature Bank 1Q22 Quarterly Update, FDIC (Apr. 13, 2022), KPMG-SBNY-PSI-WP-0000037672 

(on file with the Subcommittee); FDIC and N.Y. Dep’t of Fin. Serv’s. Joint Report of Examination of Signature 
Bank, (Dec. 31, 2021) PSI00000090 at 95 (on file with the Subcommittee). 

524 Signature Bank 1Q22 Quarterly Update, FDIC (Apr. 13, 2022), KPMG-SBNY-PSI-WP-0000037672 
(on file with the Subcommittee). 
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Furthermore, in December 2021, the FDIC and the New York Department of Financial 
Services had issued an examination report that contained findings related to the accuracy 
of documentation Signature Bank used to support valuations for its commercial real estate 
portfolio relative to how the market had shifted during the COVID-19 pandemic.525 Federal 
and state bank examiners reviewed a sample of Signature Bank’s distressed commercial real 
estate loans that the bank had restructured during the pandemic to see if they used current 
appraisals or valuations.526 Examiners detailed in their December 2021 report that, despite 
bank policy requiring bank employees to “assess whether the appraisal continues to reflect 
the market value of the property,” Signature Bank management failed to obtain new 
appraisals for its commercial real estate loans.527 The appraisals that Signature Bank relied 
on at the time of the report were from 2015 to 2018, before the COVID-19 pandemic.528  

 
The report cited an example of a loan the bank restructured in 2021 that apparently provided 
credence to the whistleblower’s allegations.529 Despite the fact that the property’s “value 
declined significantly to $16 million or 92 percent LTV” in 2021, doubling its risk profile since 
2017 of “$25.7 million or 57 percent LTV,” the bank did not obtain an updated appraisal.530 
The examination report further stated “appraisals performed prior to the 2020 pandemic are 
not reflective of current market conditions” and that “[f]ailure to obtain current appraisals or 
complete updated internal valuations [would] result in unsupported valuations and flawed 
credit underwriting decisions, resulting in higher portfolio risk.”531 KPMG told the 
Subcommittee it routinely reviewed regulatory findings that impacted the bank.532 

c. Signature Bank’s Novel Cryptocurrency-Based Internal Digital Payment Platform 
Posed Unique Challenges for KPMG’s Audit Team  

One reason for Signature Bank’s failure listed by the FDIC in its report on the bank’s collapse 
was that it “failed to understand the risk of its association with, and reliance on, crypto 

 
525 FDIC and N.Y. Dep’t of Fin. Serv’s. Joint Report of Examination of Signature Bank, 101-102 (Dec. 31, 

2021) PSI00000090 (on file with the Subcommittee); Signature Bank 1Q22 Quarterly Update, FDIC (Apr. 13, 
2022), KPMG-SBNY-PSI-WP-0000037672 (on file with the Subcommittee). 

526 See FDIC and N.Y. Dep’t of Fin. Serv’s. Joint Report of Examination of Signature Bank, SR-2021 
CRM #02 – Real Estate Appraisals for Distressed CRE Loans, (Dec. 31, 2021) PSI00000090 at 126 (on file with 
the Subcommittee).  

527 FDIC and N.Y. Dep’t of Fin. Serv’s. Joint Report of Examination of Signature Bank, SR-2021 CRM 
#02 – Real Estate Appraisals for Distressed CRE Loans, (Dec. 31, 2021) PSI00000090 at 126 (on file with the 
Subcommittee).  

528 Id.  
529 Id.  
530 Id. 
531 Id. 
532 PSI Interview with Mike Keehlwetter, Audit Partner, KPMG (Jan. 9, 2024) at 116. 
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industry deposits or its vulnerability to contagion from crypto industry turmoil…”533 The 
bank’s cryptocurrency industry clientele represented a significant portion of its business in 
the years before its collapse.534 Even with a steep decline over the course of 2022, Signature 
Bank held nearly $20 billion of cryptocurrency-related deposits out of approximately $89 
billion in total deposits as of December 31, 2022.535 Signature Bank’s CEO had previously 
described the bank’s proprietary cryptocurrency payment platform, Signet, as the primary 
driver of its role as a cryptocurrency-friendly bank.536 In a January 2021 earnings call, he said 
the platform had caused deposits associated with cryptocurrency to “grow by leaps and 
bounds.”537 

 
Signet was a closed, intrabank digital payment platform launched by Signature Bank in 
January 2019 that allowed commercial clients to transmit payments via cryptocurrency on a 
private blockchain system restricted to Signature Bank customers, allowing only approved 
clients to transact with one another.538 While the system utilized an Ethereum based 
blockchain network, payment transfers cleared in US dollars.539 Unlike traditional bank 
systems, which often rely on delayed or business-hour processing for internal transfers, 
Signet enabled real-time, 24/7 transfers between Signature Bank clients.540 Signet was built 
on a version of the Ethereum blockchain and, according to Signature Bank’s 2022 10-K 

 
533 Martin J. Gruenberg, Chairman, Fed. Deposit Ins. Corp., Testimony to the S. Comm. on Banking, 

Housing and Urban Affairs: Oversight of Financial Regulators Financial Stability, Supervision, and Consumer 
Protection in the Wake of Recent Bank Failures (May 18, 2023), 
https://www.fdic.gov/news/speeches/2023/spmay1723.html.  

534 KPMG, Signature Bank: Risk Assessment – Growth (May 20, 2022), KPMG-SBNY-PSI-WP-
0000001373 (on file with the Subcommittee). 

535 See N.Y. Dep’t Fin. Serv’s., New York State Department of Financial Services Internal Review of the 
Supervision and Closure of Signature Bank (2023) at 10-11, 

https://www.dfs.ny.gov/system/files/documents/2023/04/nydfs_internal_review_rpt_signature_bank
_20230428.pdf. 

536 Nathan DiCamillo, Signature Bank Crosses $10B in Deposits from Crypto Customers, COINDESK 
(Jan. 21, 2021), https://www.nasdaq.com/articles/signature-bank-crosses-%2410b-in-deposits-from-crypto-
customers-2021-01-21.  

537 Id.  
538 Audit of Signet, Audit Report 2020-07, Signature Bank (May 5, 2020), KPMG-SBNY-PSI-WP-

0000038447, at 38452 (on file with the Subcommittee); KPMG Signature Bank 2022 Year End Audit 
Workpaper, IT Understanding, KPMG-SBNY-PSI-WP-0000001876 (on file with the Subcommittee). 

539 Audit of Signet, Audit Report 2020-07, supra note 538, at 38448. On July 25, 2025, KPMG told the 
Subcommittee: “Signature’s financial statements reported deposits in the aggregate, so the engagement 
team assessed that transfers executed through the Signet platform did not create a risk of material 
misstatement in the deposits line in the financial statements.” Letter from Couns. for KPMG to the Hon. 
Richard Blumenthal, Chairman, Permanent Subcomm. on Investigations, Appendix A, 60 (July 25, 2025) (on 
file with the Subcommittee). 

540 See Bill Streeter, Why This Bank Is Betting Its Future on Blockchain Payments, THE FIN. BRAND (Aug. 
20, 2020), https://thefinancialbrand.com/news/cryptocurrency-banking/signature-bank-blockchain-
payments-crypto-real-time-digital-asset-101224; Audit of Signet, Audit Report 2020-07, Signature Bank (May 
5, 2020), KPMG-SBNY-PSI-WP-0000038447 at 38452 (on file with the Subcommittee). 
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report, enabled clients to make payments in U.S. dollars in “real-time, without the 
assistance of third-party intermediaries through an asset tokenization and redemption 
process.”541  
 
Signet was a novel platform within the banking industry—it was the first blockchain-based 
platform approved for use by the New York Department of Financial Services.542 Signet was 
used to facilitate payments within the bank between commercial clients, for example, one 
Signature Bank customer sending dollar denominated payments to another through a 
blockchain platform.543 Signet converted US dollars to a proprietary cryptocurrency token to 
transfer between clients, but unlike a cryptocurrency exchange such as Coinbase, Signet did 
not allow customers to send transfers outside of Signature Bank.544  

 
Despite its relevance to the 2022 audit, the three KPMG auditors for the Signature Bank 
engagement interviewed by the Subcommittee each confirmed they had no expertise in 
blockchain or cryptocurrency technology.545 Moreover, the auditor tasked with reviewing 
Signet did not indicate that other team members had expertise in blockchain or 
cryptocurrency technology.546 While audit workpapers note that KPMG auditors with 
information technology (“IT”) experience were assigned to the Signature Bank audit, none of 
these auditors were identified as having specialized expertise within IT relevant to 
blockchain technology.547 When asked by the Subcommittee to describe, at a high level, the 

 
541 Audit of Signet, Audit Report 2020-07, Signature Bank (May 5, 2020), KPMG-SBNY-PSI-WP-

0000038447 (on file with the Subcommittee); Signature Bank, Annual Report (Form 10-K) (Mar. 1, 2023), 47.  
542 Signature Bank Provides Digital Asset Banking Update, BUSINESS WIRE (Nov. 15, 2022), 

https://www.businesswire.com/news/home/20221115006076/en/Signature-Bank-Provides-Digital-Asset-
Banking-Update. 

543 See Bill Streeter, Why This Bank Is Betting Its Future on Blockchain Payments, THE FIN. BRAND (Aug. 
20, 2020), https://thefinancialbrand.com/news/cryptocurrency-banking/signature-bank-blockchain-
payments-crypto-real-time-digital-asset-101224. 

544 See id. New York State Dep’t of Fin. Servs., Internal Review of the Supervision and Closure of 
Signature Bank, 10 (Apr. 28, 2023), 
https://www.dfs.ny.gov/system/files/documents/2023/04/nydfs_internal_review_rpt_signature_bank_202304
28.pdf; Nathan Reiff, Cryptocurrency Exchanges: What They Are and How to Choose, INVESTOPEDIA (updated 
Nov. 22, 2024),  http://www.investopedia.com/tech/190-cryptocurrency-exchanges-so-how-choose/; 
Benjamin Pirus, Signature Bank Beats JPMorgan To Ethereum-Based Token Services, FORBES (Feb. 22, 
2019),  https://www.forbes.com/sites/benjaminpirus/2019/02/22/signature-bank-already-has-hundreds-of-
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545 See PSI Interviews with Mike Keehlwetter, Audit Partner, KPMG (Jan. 9, 2024) at 167; Audit Senior 
Manager for Signature Bank Engagement Team, KPMG (Jan. 11, 2024) at 122; Audit Manager for Signature 
Bank engagement team, KPMG (Jan. 19, 2024) at 80. 

546 See Audit Manager for Signature Bank Engagement Team, KPMG (Jan 19, 2024) at 80. 
547 KPMG Signature Bank 2022 Year End Audit Workpaper, Audit Plan, KPMG-SBNY-PSI-WP-
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difference between distributed ledger technology and a traditional centralized ledger, a 
fundamental concept for how blockchain technology operates, the KPMG auditor in charge 
of conducting testing on the Signet platform for the 2022 audit responded, “I don’t know.”548  

 
For Signature Bank’s 2022 audit, KPMG conducted a single workpaper to assess the risks 
relating to the Signet platform.549 In this workpaper, the audit team reviewed balances listed 
on Signet for March 31, 2022 against the amount listed as available to withdraw from deposit 
accounts associated with the system the same day to ensure the two numbers matched.550 
KPMG noted Signet may have implicated other functions at the bank, such as for preventing 
money laundering, but the firm’s review of Signet during the 2022 audit focused solely on 
deposit balances.551 Ultimately, KPMG Mr. Keehlwetter signed off on the workpaper 
assessing Signet balances on August 24, 2022.552  

 
KPMG had conducted more audit procedures for Signet in prior audits. For instance, 
according to a KPMG memo, the audit team for Signature Bank’s 2019 audit “performed a 
walkthrough of a new account opening, from initiation to recording,” before determining that 
Signet was not “considered in-scope for the audit.”553 The next year, for its 2020 audit of 
Signature Bank, KPMG reviewed an audit of Signet conducted by Signature Bank’s internal 
audit department that identified several potential concerns regarding the platform’s 

 
548 PSI Interview with Audit Manager for Signature Bank engagement team, KPMG (Jan 19, 2024) at 81.  
549 KPMG Signature Bank 2022 Year End Audit Workpaper, D&I, KPMG-SBNY-PSI-WP-0000011990 (on 

file with the Subcommittee). KPMG provided the Subcommittee with 81 workpapers from the 2022 audit that 
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Assessing Transaction Processing Risk of Signature Bank, (Dec. 31, 2019), KPMG-SBNY-PSI-WP-0000038128 
(on file with the Subcommittee). KPMG told the Subcommittee that “the engagement teams had performed 
more procedures [related to Signet] in earlier periods, including a walkthrough of new account opening 
processes and the review of an audit by Signet by Signature’s internal audit team in 2020, but that was an 
appropriate response to the bank rolling out a new platform, and was no longer necessary by the time of the 
2022 audit. PCAOB standards do not require auditors to reperform audit procedures simply because they 
were performed in prior years. . . [Moreover,] the engagement team did not test the bank’s [anti-money 
laundering] controls related to Signet because these are compliance and operational controls, which are not 
part of the auditor’s mandate…” Letter from Couns. for KPMG to the Hon. Richard Blumenthal, Chairman, 
Permanent Subcomm. on Investigations, Appendix A, 61 (July 25, 2025) (on file with the Subcommittee). On 
September 16, 2025, KPMG told the Subcommittee: “While not all the workpapers are focused solely on 
Signet, they address aspects of Signet that were taken into account by the engagement team.” KPMG LLP 
Submission in Response to PSI Minority Staff Notice of the Release of Minority Staff Report on Sept. 17, 2025, 
at 4 (Sept. 16, 2025) (on file with the Subcommittee). 

550 KPMG Signature Bank 2022 Year End Audit Workpaper, D&I, KPMG-SBNY-PSI-WP-0000011990 (on 
file with the Subcommittee). 

551 KPMG Briefing to PSI Staff (June 5, 2024). 
552 KPMG Signature Bank 2022 Year End Audit Workpaper, Signet vs. DDA Reconciliation: Sign-off 

History, KPMG-SBNY-PSI-WP-0000012019 (on file with the Subcommittee). 
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SBNY-PSI-WP-0000038128 at 38130 (on file with the Subcommittee). 
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completeness and accuracy.554 Among other findings, the 2020 audit report stated that the 
daily transaction files “generated and sent by the Signet platform for downstream Bank 
processing lack record and ‘hash’ total counts; as a result, there [was] no validation over the 
completeness and accuracy of these data files.”555 Key downstream bank processes 
included those related to Anti-Money Laundering (“AML”) transaction monitoring, bank 
operations reconciliation, and data warehouse processing.556 Specifically, 150 Signet client 
transfers with a value of more than $111 million had not been processed through a 
transaction monitoring and filtering program in 2020, impacting the completeness of 
Signature Bank’s AML monitoring.557 

 
According to the PCAOB, “higher risk requires the assignment of more experienced 
personnel or additional persons with specialized skills and knowledge.”558 However, 
according to the Subcommittee’s review of the records, no KPMG team members assigned 
to the 2022 audit of Signature Bank had expertise in blockchain or cryptocurrency 
technologies and audit workpapers provided to the Subcommittee do not indicate that any 
internal or external blockchain specialists were engaged.559 When the Subcommittee asked 
the auditor responsible for testing Signet whether there may have been anyone else on the 
team responsible for assessing the unique features of the platform, he replied: “Possibly, I’m 
not sure.”560 

 

 
554 Audit of Signet, Audit Report 2020-07, Signature Bank (May 5, 2020), KPMG-SBNY-PSI-WP-

0000038447 at 38450 (on file with the Subcommittee). 
555 Id. A “hash total” is a “method for ensuring that data have not been altered. A hash total is the 

numerical sum of one or more fields in a file, including data not normally used in calculations, such as 
account number.” Encyclopedia: Hash Total, PC MAG, https://www.pcmag.com/encyclopedia/term/hash-
total (last visited Sept. 12, 2025). 

556 Audit of Signet, Audit Report 2020-07, Signature Bank (May 5, 2020), KPMG-SBNY-PSI-WP-
0000038447 at 38450 (on file with the Subcommittee). 

557 Id. at 38450-38451. 
558 See Pub. Co. Acct. Oversight Bd., Staff Audit Practice Alert No. 6: Auditor Considerations 

Regarding Using the Work of Other Auditors and Engaging Assistants from Outside the Firm, (July 12, 2010), 9, 
https://assets.pcaobus.org/pcaob-dev/docs/default-source/standards/qanda/2010-07-12_apa_6.pdf 
(“Ordinarily, higher risk requires the assignment of more experienced personnel or additional persons with 
specialized skills and knowledge, e.g., information technology or forensic specialists.”). 

559 This conclusion is based on analysis by the Subcommittee analysis of workpapers for the 2022 
audit. In addition to workpapers from the 2022 audit, KPMG produced workpapers pertinent to Signet for the 
2019 through 2021 audits, which the Subcommittee analyzed and did not identify consultation with a 
blockchain expert. 

560 PSI Interview with Audit Manager for Signature Bank Engagement Team, KPMG (Jan. 19, 2024) at 
80. 
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Signet was one of the primary tools Signature Bank used to market itself as a cryptocurrency-
friendly bank.561 Signature Bank successfully attracted billions of dollars of deposits from 
cryptocurrency institutions, which proved to be volatile in the months before the bank 
failed.562 The KPMG auditor responsible for assessing the Signet platform, speaking to a 
colleague, commented on the negative impact of the bank’s cryptocurrency-related 
business to a colleague on March 10, 2023, two days before the bank collapsed, stating in a 
chat message, Signature Bank “kinda played themselves on… their crypto involvement to 
sound cool.”563  
 
Figure 12: March 10, 2023 Internal Chat Between KPMG Signature Bank Auditor Responsible 
for Auditing Signature Bank’s Cryptocurrency Platform and Colleague Regarding Signature 
Bank’s Cryptocurrency Business 

 
Source: Internal chat between KPMG Signature Bank auditors (Mar. 10, 2023), KPMG-SBNY-
PSI-0000041180, at 41182 (on file with the Subcommittee). 

 
Like the KPMG audit team for Silicon Valley Bank, at the conclusion of the audit, the 
engagement team for Signature Bank completed workpapers to assess any risks to the 

 
561 See Leo Schwartz, Developer of Signature Bank’s 24/7 payment system Signet calls crypto ‘a 

distraction’, YAHOO FIN. (Apr. 10, 2023), https://finance.yahoo.com/news/developer-signature-bank-24-7-
100000898.html.  

562 See id. 
563 Internal KPMG Communications, (Mar. 10, 2023) KPMG-SBNY-PSI-00000041180 at 41182 (on file 
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bank’s ability to continue as a going concern in accordance with PCAOB guidance.564 As with 
Silicon Valley Bank, the Signature Bank audit team completed a workpaper at the end of the 
audit to assess any factors that could potentially threaten the bank’s continued viability.565 
The going concern workpaper for Signature Bank included a list of 64 questions such as, did 
the bank “have significant operations exposed to volatile markets” or had there been a 
“significant change in the industry” in which the bank operated, which the engagement team 
represented they had not identified.566 By not identifying these risks as existing, KPMG did 
not document whether their involvement in the cryptocurrency industry could have posed a 
threat to the bank’s ability to continue as a going concern.567 However, a memo prepared by 
KPMG in January 2023 identified the “demise of FTX and other impacted entities in the 
cryptocurrency industry [causing] dislocation and losses in the digital asset industry” as 
risks relevant to the bank’s “current economic environment.”568 The bank’s 10-K, which 
KPMG was required to review prior to completion of its audit, reported a decline of $12.39 
billion in cryptocurrency related deposits due to “a challenging cryptocurrency 
environment,” representing over 70% of $17.54 billion in total deposit outflows from the bank 
in 2022.569 Mr. Keehlwetter signed off on the going concern workpaper on January 25, 2023.570  

 
d. Signature Bank’s Resistance to Providing Documentation to KPMG Raises Questions 

as to Whether the Bank Remediated Certain Deficiencies by Year-End, as KPMG 
Communicated to the Bank’s Board of Directors 
 
i. Email Communications Between Signature Bank and KPMG Revealed 

Tension Between Auditors and Bank Executives 
Communications reviewed by the Subcommittee between auditors and bank employees 
suggest the audit team struggled to obtain audit information and documentation from bank 

 
564 Going Concern - Identification of Events or Conditions - Required Work Paper (10/20), KPMG-
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2025) (on file with the Subcommittee). 

569 Signature Bank, Annual Report (Form 10-K) (Mar. 1, 2023) at 11. 
570 KPMG Internal Document: Sign-off History, (Jan. 25, 2023) KPMG-SBNY-PSI-WP-0000006797 (on 

file with the Subcommittee). 
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executives during KPMG’s 2022 audit of Signature Bank.571 The information sought pertained 
to the bank’s ability to accurately value its investments portfolio, risks which resonated with 
an overall culture of haphazard recordkeeping that ultimately led to financial markets and 
regulators losing faith in Signature Bank in the days after the collapse of Silicon Valley 
Bank.572 On January 6, 2023, a KPMG audit manager wrote to another auditor in an instant 
message to express frustration during the process of documenting how Signature Bank 
assessed the value of its loans, writing “[Mr. Keehlwetter] wants me to figure out how 
management FV’s [assesses the fair value of] their loans and then put something together 
for that… he thinks just understanding how they do it and throwing together some bullet 
points is better than what we currently have… which is nothing.”573 Amidst this exchange, the 
auditor stated, “this industry is a joke and our regulators are a joke.”574 
 

 
571 Email from Senior Audit Manager, KPMG to Mike Keehlwetter, Audit Partner, (Jan. 30-31, 2023) 

KPMG-SBNY-PSI-0000035293 (on file with the Subcommittee); Internal KPMG Communications, (Feb. 8, 
2023) KPMG-SBNY-PSI-0000038046 (on file with the Subcommittee). 

572 See Fed. Deposit Ins. Corp. Off. of the Inspector General, Material Loss Review of Signature Bank 
of New York (2023), https://www.fdicoig.gov/sites/default/files/reports/2023-10/EVAL-24-02.pdf; N.Y. Dep’t 
Fin. Serv’s., supra note 64, at 5-6.  

573 See Internal KPMG Communications, (Jan. 6, 2023) KPMG-SBNY-PSI-0000041165 at 41175 (on file 
with the Subcommittee); PSI Interview with Audit Manager for Signature Bank engagement team, KPMG (Jan 
19, 2024) at 37. “[PSI]: Did you ever feel that you were being asked to complete tasks that didn’t have added 
value? . . . . [Witness]: At the time, I would say yes, without the full scope or have a full understanding as to 
why something was being asked of me.) Id. 

574 Internal KPMG Communications, (Jan. 6, 2023) KPMG-SBNY-PSI-0000041165 at 41175 (on file 
with the Subcommittee). 
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Figure 13: January 6, 2023 Internal Chat Between KPMG Signature Bank Audit Manager and 
Colleague Regarding Audit Documentation 

 
Source: Internal chat between KPMG Signature Bank auditors (Jan. 6, 2023), KPMG-SBNY-
PSI-0000041165 at 41175 (on file with the Subcommittee).  

 
The auditor told the Subcommittee that, at the time, they felt that they were being asked to 
complete tasks that did not add value to the audit, but could not cite any specific examples 
of such instances.575 When the Subcommittee requested additional context from the auditor 
on the specific meaning of his statement, “this industry is a joke,” the KPMG audit manager 
repeatedly answered, “I don’t recall.”576  

 
Communications reviewed by the Subcommittee between KPMG and Signature Bank 
suggested tension between auditors and the bank. For instance, on February 8, 2023, 20 
days before KPMG’s audit opinion was finalized, a KPMG audit manager emailed his 
supervisor, writing that his efforts to obtain a residual value analysis from the bank, a metric 
used to assess the long term value of commercial real estate projects, had been met with 
“radio silence for weeks.”577 On February 7, another KPMG audit team member reached out 
to a Signature Bank Senior Vice President requesting confirmation on certain loan balances 

 
575 See PSI Interview with Audit Manager for Signature Bank engagement team, KPMG (Jan. 19, 2024) 

at 37. 
576 Internal KPMG Communications (Jan. 6, 2023), KPMG-SBNY-PSI-0000041165 at 41175 (on file 

with the Subcommittee). 
577 Internal KPMG Communications (Feb. 8, 2023), KPMG-SBNY-PSI-0000038044 at 38046 (on file 

with the Subcommittee). 
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and other documentation.578 The Signature Bank executive replied that KPMG’s inquiry 
interfered with “generating new business and profit,” stating:579  

 
We certainly have been more than happy to provide you documentation and 
answers to your questions but I feel that we have provided you with everything 
we can at this point to give you an understanding of our business and process. 
We are currently very busy generating new business and profit for Signature 
and feel this has become very difficult to keep up this level of inquiry.580 
 

  

 
578 Email from Senior Vice President, Signature Bank to Audit Manager, KPMG (Feb. 7, 2023), KPMG-

SBNY-PSI-0000023678 at 23679 (on file with the Subcommittee); How to Do a Residual Value Analysis: Q&A 
with Beth Mullen of the Reznick Group, Affordable Housing Finance (July 1, 2007), 
https://www.housingfinance.com/management-operations/how-to-do-a-residual-value-analysis_o. 

579 Email from Senior Vice President, Signature Bank to Audit Manager, KPMG (Feb. 7, 2023), KPMG-
SBNY-PSI-0000023678 at 23678 (on file with the Subcommittee). 

580 Id. 
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Figure 14: February 7, 2023 Email from Signature Bank Executive to KPMG Signature 
Bank Auditors Regarding Documentation Requested by Audit Team 

 
Source: Email from Signature Bank Executive to KPMG Signature Bank auditors (Feb. 
7, 2023), KPMG-SBNY-PSI-0000023678 (on file with the Subcommittee). 

 
Asked about this response, KPMG’s lead audit manager for the Signature Bank audit told the 
Subcommittee that the auditor communicating with the Signature Bank executive could 
have been more efficient by consolidating questions into a single email.581 Email records 
obtained by the Subcommittee do not show that there were any subsequent written 
communications that resolved the inquiry. However, the KPMG lead audit manager told the 
Subcommittee that KPMG ultimately received answers to all its questions.582 
  

 
581 PSI Interview with Audit Senior Manager for Signature Bank Engagement Team, KPMG (Jan. 11, 

2024), 96-97. 
582 Id. 
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ii. KPMG Struggled to Obtain Information Needed to Document Whether 
Signature Bank had Remediated a “Significant Deficiency” by the End of the 
Audit Period 

 
Tension between auditors and bank executives appeared during KPMG’s efforts to document 
a “significant deficiency” in the bank’s financial reporting.583 Under PCAOB standards, a 
“deficiency” exists when “the design or operation of a control does not allow management 
or employees… to prevent or detect misstatements on a timely basis.”584 A “significant 
deficiency” is a higher level of deficiency, defined by the PCAOB as “a deficiency, or a 
combination of deficiencies, in internal control, that is less severe than a material weakness 
yet important enough to merit attention by those responsible for oversight of the Company’s 
financial reporting.”585 A “material weakness” is an escalation of a significant deficiency and 
indicates a reasonable possibility that a material misstatement of the financial statements 
will not be prevented or detected on a timely basis.586 
  

 
583 Pub. Co. Acct. Oversight Bd., AS 1305: Communications About Control Deficiencies in an Audit of 

Financial Statements, at 1305.01, https://pcaobus.org/oversight/standards/auditing-
standards/details/AS1305 (last visited Sept. 12, 2025). 

584 Id at 1305.01. 
585 See Letter from KPMG to Signature Bank (Mar. 1, 2023), KPMG-SBNY-PSI-WP-0000001185 (on file 

with the Subcommittee); Pub. Co. Acct. Oversight Bd., AS 1305: Communications About Control Deficiencies 
in an Audit of Financial Statements, at 1305.02, https://pcaobus.org/oversight/standards/auditing-
standards/details/AS1305 (last visited Sept. 12, 2025). 

586 See Pub. Co. Acct. Oversight Bd., AS 2201: An Audit of Internal Control Over Financial Reporting 
That Is Integrated with An Audit of Financial Statements, Appendix A at A7, 
https://pcaobus.org/oversight/standards/auditing-standards/details/AS2201.  
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Summary of Control Deficiencies and Auditor Responsibilities 587 

 Description Auditor Obligations If Not Remediated 

D
efi

ci
en

cy
 Missing or inoperative 

control. Likelihood of 
material misstatement is 
remote. Lowest level of 
concern. 

Auditor should document 
the deficiency but typically 
not required to 
communicate it to 
management. 

Low impact on financial 
reporting. May escalate 
if combined with other 
deficiencies. 

Si
gn

ifi
ca

nt
 D

efi
ci

en
cy

 A deficiency, or 
combination of 
deficiencies, less severe 
than a material 
weakness but important 
enough to merit 
attention by those 
charged with 
governance. 

Auditor must 
communicate the 
significant deficiency in 
writing to the audit 
committee. No 
requirement to disclose in 
public filings. 

May erode audit 
committee confidence 
or internal control 
environment. Could 
escalate to material 
weakness if not 
addressed. 

M
at

er
ia

l W
ea

kn
es

s 

A deficiency, or 
combination of 
deficiencies, that create 
a reasonable possibility 
that a material 
misstatement will not be 
prevented or detected 
on a timely basis. 

Auditor must 
communicate in writing to 
the audit committee and, if 
auditing internal control 
over financial reporting, 
disclose it in audit opinion. 
May trigger adverse 
opinion. 

If not remediated, could 
result in a material 
misstatement, 
restatement of 
financials, or an 
adverse opinion on 
internal controls. 

 
During the 2022 audit, KPMG assessed four deficiencies related to the bank’s investment 
portfolio that, in aggregate, amounted to a significant deficiency.588 KPMG communicated 
these deficiencies in a letter to the bank’s board of directors with the following explanations: 

 

 
587 See id. at 2201.17, Appendix A; Pub. Co. Acct. Oversight Bd., AS 1305, Sec. 2-4; 17 C.F.R. § 

229.308(a)(3) (2017).  
588 Letter from KPMG to Signature Bank (Mar. 1, 2023), KPMG-SBNY-PSI-WP-0000001185 (on file with 

the Subcommittee); Signature Bank Discussion with the Examining Committee, Significant deficiency in 
internal control, (Nov. 3, 2022) KPMG-SBNY-PSI-WP-0000032218 at 32225 (on file with the Subcommittee). 
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- Independent Price Verification (“IPV”) Control Explanations on investment 
positions breaching thresholds were not sufficient and consideration of adjusting 
prices to secondary source was not adequately documented.589 
 

- Custodian Reconciliation Differences above management's predetermined 
threshold were not investigated and resolved.590  

 
- Investment Suspense Account Reconciliation Certain aged positions were not 

investigated and resolved.591 
 

- Mark to Market Report Prices used by the control operator were not completely 
and accurately pulled from a respective primary and secondary source (e.g. IDC / 
Reuters / BVAL) leading to certain Level 2 positions not being priced by a 
secondary source.592 

 
While KPMG reported four deficiencies to the bank that it aggregated to a significant 
deficiency, Mr. Keehlwetter told the Subcommittee the deficiency relating to “IPV Control,” 
or independent price verification, was the “primary deficiency,” stating that he and KPMG 
wanted to make sure it “had a thorough analysis to support our conclusion” that it had been 
remediated.593 IPV is the process used by a bank to verify the fair value of assets, such as 
loans and investments, using independent sources rather than relying solely on the 
valuations provided by the bank employees who recorded them.594 A weak IPV process can 
increase the risk that a bank is improperly recording the fair value of its assets, especially in 
illiquid or stressed markets.595  

 
Despite the significance of this information to the audit, the Subcommittee observed 
instances in which KPMG auditors received delayed or apparently incomplete responses 
from bank executives as they documented whether the bank had remediated the IPV 
deficiency.596 KPMG completed workpapers related to the bank’s efforts to remediate the 

 
589 Letter from KPMG to Signature Bank (Mar. 1, 2023), KPMG-SBNY-PSI-WP-0000001185 (on file with 

the Subcommittee). 
590 Id at 1186. 
591 Id. 
592 Id. 
593 PSI Interview with Mike Keehlwetter, Audit Partner, KPMG (Jan. 9, 2024) at 134-35. 
594 See American Bankers Association, Introduction to IPV and Valuation Controls, (Feb. 10, 2023) 

https://www.aba.com/news-research/analysis-guides/introduction-to-ipv-and-valuation-controls. 
595 Id.  
596 See e.g., Email from Senior Audit Manager, KPMG to Mike Keehlwetter, Audit Partner (Jan. 31, 

2023), KPMG-SBNY-PSI-0000035293 (on file with the Subcommittee). 
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deficiencies identified by KPMG before the end of the audit period, signing off on many of 
them on February 28, the day before KPMG completed its audit.597  
 
Figure 15: February 6, 2023 Memorandum from Signature Bank Documenting Remediation 
of Deficiencies Relating to Investment Portfolio 

 
Source: Investment Portfolio Valuation Review – December 31, 2022 (Feb. 6, 2023), KPMG-
SBNY-PSI-0000026813 (on file with the Subcommittee). 

 
KPMG’s workpapers document the engagement team’s formal conclusions that the bank 
had remediated all its deficiencies by year-end. However, documents reviewed by the 
Subcommittee suggest the bank resisted documentation requests by KPMG in some 
instances.598 Regarding these communications between KPMG auditors and bank 

 
597 See 2022 INV 12., Remediation Valuation of Level 1 &2 Securities, KPMG-SBNY-PSI-WP-

0000026811 (on file with the Subcommittee); 2022 INV.INF.12A.0010, REMEDIATION.C&A of IPV Report, 
KPMG-SBNY-PSI-WP-0000026457 (on file with the Subcommittee); 2022 workpapers regarding the 
remediation of INV.11, KPMG-SBNY-PSI-WP-0000026752 at 26767 (on file with the Subcommittee); 2022 
workpapers regarding the remediation of INV 07, KPMG-SBNY-PSI-WP-0000026660 at 26716 (on file with the 
Subcommittee); 2022 workpapers regarding the remediation of INV.INF12, KPMG-SBNY-PSI-WP-0000026847 
at 26854 (on file with the Subcommittee); 2022 workpapers regarding the remediation of INV 13, KPMG-SBNY-
PSI-WP-0000026383 at 26447 (on file with the Subcommittee). 

598 See, e.g., Email from Senior Audit Manager, KPMG to Mike Keehlwetter, Audit Partner, (Jan. 31, 
2023) KPMG-SBNY-PSI-0000035293 (on file with the Subcommittee). 
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employees, KPMG told the Subcommittee, “loose emails are not audit evidence.”599 
However, accounting standards anticipate that auditors will exercise a certain level of 
professional judgment in determining what constitutes sufficient evidence in the scoping 
and execution of audit workpapers.600 Given this context, the following communications raise 
questions regarding whether KPMG obtained sufficient information to determine whether 
the bank had, in fact, remediated its deficiencies. 
 
In a January 2023 email exchange between KPMG auditors and Mr. Wyremski, Signature 
Bank’s CFO, KPMG requested information to ensure it had “robust documentation” of the 
IPV deficiency.601 A KPMG auditor provided rationale to Mr. Wyremski for why it was important 
to document details of Signature Bank’s IPV, describing it as “the key control as it relates to 
valuation.”602 Mr. Wyremski responded, “I’ve had to deal with these situations a number of 
times, write memos, etc. I’m just struggling with it in this instance… I believe we’re 
overthinking this.”603 The auditor escalated the matter to Mr. Keehlwetter, saying “getting 
some push back from Stephen [Wyremski].”604 Mr. Keehlwetter told the Subcommittee that 
Signature Bank ultimately provided satisfactory responses to its questions.605 However, 
email records obtained by the Subcommittee did not reveal any subsequent written 
communications from Signature Bank regarding the request for information about 
remediation of the IPV deficiency.  
 
As KPMG worked to document evidence of remediation, the lead audit manager wrote to a 
KPMG colleague in February 2023, expressing frustration over the bank’s seeming 
ambivalence towards its “SDs [significant deficiencies],” believing that the audit team was 
being left “holding the bag,” to which his colleague replied, “[A]ggregate it to a MW [material 
weakness],” a joking reference to escalating the matter to a higher level of deficiency.606  

 
599 Letter from Couns. for KPMG to the Hon. Richard Blumenthal, Chairman, Permanent Subcomm. 

on Investigations, Appendix A, 51, (July 25, 2025) (on file with the Subcommittee). 
600 Pub. Co. Acct. Oversight Bd., AS 1105: Audit Evidence, Appendix B, 

https://pcaobus.org/oversight/standards/auditing-standards/details/AS1105 (last visited Sept. 11, 2025). 
601 Email from Senior Audit Manager, KPMG to Stephen Wyremski, CFO, Signature Bank (Jan. 30, 

2023), KPMG-SBNY-PSI-0000035293 (on file with the Subcommittee). 
602 Id. 
603 Id. 
604 Id. 
605 See PSI Interview with Mike Keehlwetter, Audit Partner, KPMG (Jan. 9, 2024) at 128-29 (“we had an 

obligation to just make sure our documentation was going to satisfy our audit regulator.”); id. at 126 (“I don’t 
remember any significant instances where we weren’t able to get what we wanted [from Signature Bank].”); 
Id. at 146-47; PSI Interview with Audit Senior Manager for Signature Bank Engagement Team, KPMG (Jan. 11, 
2024) at 97. 

606 Internal KPMG Communications (Feb. 2, 2023), KPMG-SBNY-PSI-0000040438 at 40441 (on file 
with the Subcommittee). On July 25, 2025, KPMG told the Subcommittee: “Regarding the first Teams 
message, during his interview, the senior audit manager explained that ‘holding the bag’ meant to leave the 
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Figure 16: February 2, 2023 Internal Chat Between KPMG Signature Bank Lead Audit Manager 
and Colleague Regarding Significant Deficiency at Signature Bank  

 
Source: Internal chat between KPMG Signature Bank auditors (Feb. 2, 2023), KPMG-SBNY-
PSI-0000040438 at 40441 (on file with the Subcommittee). 
 
According to the lead audit manager for the Signature Bank engagement, Mr. Keehlwetter’s 
role was to lead the team, while the lead audit manager’s role was “doing the work on the 
ground.”607 In this capacity, the lead audit manager had auditors who reported directly to 
him.608 The lead audit manager checked in with his team via instant message early on the 
morning on March 1, 2023, the day KPMG finalized its audit opinion and sent it to Signature 
Bank for inclusion in the bank’s financial statement.609 The lead audit manager sent a chat 
message to one of his subordinates, writing, “I’m going to send the opinions for 
finalizing/publishing,” indicating the audit opinion was nearly complete and ready to send to 
Signature Bank.610 The team proceeded to discuss what items needed to be finalized before 
KPMG had officially completed their work for the year-end audit.611 Amidst this discussion 
on issues the team was completing, the lead audit manager reported, “investments was a 
complete mess…. [T]ried my best fixing it up.”612  

 
engagement team waiting, and that he was hoping to get the evidence needed to complete the audit work as 
soon as possible.” Letter from Couns. for KPMG to the Hon. Richard Blumenthal, Chairman, Permanent 
Subcomm. on Investigations, Appendix A, 53 (July 25, 2025) (on file with the Subcommittee). 

607 PSI Interview with Audit Senior Manager for Signature Bank Engagement Team, KPMG (Jan. 11, 
2024) at 26. 

608 Id. at 11. 
609 KPMG Internal Communications, (Mar. 1, 2023) KPMG-SBNY-PSI-0000038905 at 38906 (on file 

with the Subcommittee). 
610 Id.  
611 Id. 
612 Id. On July 25, 2025, KPMG told the Subcommittee: “the senior audit manager explained in his 

interview that his comment “investments was a complete mess” related to the fact that there was a 
significant deficiency in the area, and “tried my best fixing it up, but it was whoa” related to the level of 
documentation that had to be prepared in response, which he described as burdensome.” Letter from Couns. 
for KPMG to the Hon. Richard Blumenthal, Chairman, Permanent Subcomm. on Investigations, Appendix A, 
53 (July 25, 2025) (on file with the Subcommittee). 
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Figure 17: March 1, 2023 Internal Chat Between KPMG Signature Bank Lead Audit Manager 
and Colleague Regarding Significant Deficiency at Signature Bank 

 
Source: Internal chat between KPMG Signature Bank auditors (Mar. 1, 2023), KPMG-SBNY-
PSI-0000038905, at 38906 (on file with the Subcommittee).  
 
According to the lead audit manager, his comment stating, “investments was a mess,” 
referred to work by the audit team to obtain documentation regarding the bank’s IPV 
deficiency.613 The Subcommittee asked if the lead audit manager agreed with KPMG’s 
conclusion that the bank had remediated all deficiencies, even after its failure.614 The lead 
audit manager replied, “I fully stand by the statements that I had made that [the] deficiency 
was remediated.”615 On March 1, 2023, KPMG reported four individual deficiencies in a letter 
to the bank’s executive leadership and board of directors which, in the aggregate, amounted 
to a significant deficiency in Signature Bank’s internal controls over financial reporting.616 
Consistent with PCAOB standards, KPMG reported the significant deficiency to bank 
leadership in a letter, stating that all deficiencies “were remediated by year-end.”617  
 
The loss of confidence in Signature Bank’s financial reporting by regulators, leading to its 
collapse on March 12, 2023, suggests inadequate recordkeeping within the bank.618 This 

 
613 PSI Interview with Audit Senior Manager for Signature Bank Engagement Team, KPMG (Jan. 11, 

2024) at 168. 
614 Id. 
615 Id. 
616 Letter from KPMG to Signature Bank (Mar. 1, 2023), KPMG-SBNY-PSI-WP-0000001185 at 1185-

1186 (on file with the Subcommittee). 
617 Id. 
618 See U.S. Fed. Deposit Ins. Corp. supra note 12, at  9; N.Y. Dep’t Fin. Serv’s., supra note 64, at 35-

36.  
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raises questions regarding whether the deficiencies KPMG communicated to the board 
reflected underlying flaws within the culture of the institution.619  
 
According to the regulators who worked to help the bank raise capital during the weekend 
before it collapsed, Signature Bank failed to provide “timely, accurate, and complete 
information” about the assets on its balance sheet that it wanted to use as collateral for 
additional capital, triggering what a New York Department of Financial Services 
spokesperson reported to the press as a “crisis of confidence in the bank’s leadership.”620 
Unreliable IPV, whether due to outdated, spurious valuations or otherwise, could potentially 
obscure asset valuations and complicate regulatory response—conditions that could delay 
resolution and undermine market confidence during periods of stress. 
 

e. Conclusion 
KPMG’s 2022 audit of Signature Bank reflected the work of nearly 200 KPMG employees who 
billed time to the engagement for approximately $2.2 million in fees.621 At its conclusion, 
KPMG’s 2022 audit of Signature Bank resulted in an unqualified audit opinion.622 Regulatory 
reports following the collapse of Signature Bank portray an institution uniquely ill-prepared 
to survive the market shock that followed the collapse of Silicon Valley Bank.623 The 
Subcommittee’s review found that KPMG identified numerous concerns within the bank’s 
risk management and recordkeeping during the course of its 2022 audit that resonated with 
those identified by regulators as leading to its collapse.624 However, at times, the auditor 
struggled to obtain the records it needed from the bank to review its financial condition.625 
Despite these challenges, KPMG represented to the board of directors that the deficiencies 
in the bank’s financial reporting had been “remediated by year-end.”626 The extent of the 
bank’s haphazard financial reporting became apparent to regulators in the 48 hours 

 
619 PSI Interview with Audit Senior Manager for Signature Bank Engagement Team, KPMG (Jan. 11, 

2024) at 81. 
620 See Geoff Mulvihill, Signature Bank’s demise: Contagion or a problem with the business?, AP NEWS 

(Mar. 15, 2023), https://apnews.com/article/signature-bank-fdic-new-york-svb-
40c361918e2bc9c20d7b19b683b01f65. 

621 Letter from Counsel for KPMG to the Permanent Subcomm. on Investigations, Appendix A-2 (June 
7, 2023) (on file with the Subcommittee); Signature Bank Discussion with the Examining Committee, Audit 
and Professional Services Fees (Feb. 23, 2023), KPMG-SBNY-PSI-0000025017 at 25041 (on file with the 
Subcommittee).  

622 See Signature Bank, Annual Report (Form 10-K) (Mar. 1, 2023); infra Findings II(b), II(d). 
623 See U.S. Fed. Deposit Ins. Corp supra note 12, at i-ii, 2-3; U.S. FED. DEPOSIT INS. CORP, OFF. OF THE 

INSPECTOR GENERAL, EVAL-24-02, MATERIAL LOSS REVIEW OF SIGNATURE BANK OF NEW YORK, EVALUATION REPORT 
(2023), https://www.fdicoig.gov/sites/default/files/reports/2023-10/EVAL-24-02.pdf; N.Y. Dep’t Fin. Serv’s., 
supra note 64, at 5-6. 

624 See supra Finding II (b)-(d). 
625 See supra Finding II (d).  
626 Letter from KPMG to Signature Bank (Mar. 1, 2023), KPMG-SBNY-PSI-WP-0000001185 at 1185 (on 

file with the Subcommittee); see supra Finding II(d). 
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following the collapse of Silicon Valley Bank.627 Following the collapse of Signature Bank, the 
FDIC and the New York Department of Financial Services identified multiple flaws in the 
bank’s recordkeeping that stymied their efforts to bail out the institution, ultimately 
contributing to its collapse.628  Despite the fact that KPMG had issued an unqualified audit 
opinion days earlier, regulators determined letting the bank survive would have threatened 
the safety and soundness of the entire financial system.629  

 
  

 
627 N.Y. Dep’t Fin. Serv’s., supra note 64, at 5-6. 
628 Id.; U.S. Fed. Deposit Ins. Corp., supra note 12. 
629 N.Y. Dep’t Fin. Serv’s., supra note 64, at 39. 
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III. KPMG Continued to Evaluate First Republic Bank in the Weeks Following 
the Release of Its 2022 Financial Statement and Prior to Its Collapse 
 

a. KPMG Issued an Unqualified Audit of First Republic Bank on February 28, 2023, 
Eight Weeks Before Its Failure 
KPMG began planning the 2022 audit for First Republic Bank shortly after the bank issued its 
2021 financial statement.630 KPMG presented its 2022 audit plan to the bank’s board of 
directors on May 2, 2022, including a proposed timeline that showed KPMG planning its audit 
and conducting initial risk assessment procedures from March through May of 2022 and 
implementing tests, performing walkthroughs, and providing updates to the bank on audit 
progress from June through December of 2022.631 The timeline set the completion of the 
audit for February 2023.632 As is typical for audit plans, KPMG’s May 2022 presentation to the 
board listed a number of areas it viewed as risks going into the 2022 audit.633 These included 
factors assessing KPMG’s risk assessment and audit approach, including “complexities in 
the valuation… balance in relation to materiality… [and] recent significant economic events 
that impact the quantitative and qualitative components.”634 
 
In the aftermath of the bank’s collapse, the FDIC noted: “First Republic had historically been 
a respected, well-run bank and was responsive to supervisory feedback and 
recommendations.”635 The FDIC pointed to the failure of Silicon Valley Bank and Signature 
Bank as creating market contagion that impacted First Republic Bank.636 While First Republic 
Bank’s management understood that rising interest rates were impacting the banking 
industry as the audit progressed, the bank’s leadership believed their business model could 
withstand the turbulence.637 To that end, CEO Mike Roffler reported to the board of directors 
during a January 2023 audit committee meeting that “credit risk due to a worsening economy 
was less of a risk… due to the Bank’s conservative credit culture and historic credit and credit 
default performance.”638  
 

 
630 See First Republic Bank Discussion with the Audit Committee, (May 2, 2022) KPMG-FRB-PSI-WP-

0000012877 at 12902 (on file with the Subcommittee). 
631 See id. 
632 See id. 
633 See id. 
634 First Republic Bank Discussion with the Audit Committee, Significant risks, (May 2, 2022) KPMG-

FRB-PSI-WP-0000012877 at 12893 (on file with the Subcommittee). 
635 U.S. Fed. Deposit Ins. Corp., supra note 9, at 2. 
636 See id. 
637 First Republic Bank Audit Committee Meeting Minutes (Jan. 11, 2023) PSI00004632 at 4633 (on file 

with the Subcommittee). 
638 Id. 
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Like the bank’s regulators and management, KPMG also felt the bank was well-positioned to 
weather rising interest rates.639 A KPMG audit partner told the Subcommittee: “All of the 
metrics were positive… all indications as of the opinion date were that it was a good bank.”640 
The KPMG audit team presented the results of its audit with First Republic Bank’s board of 
directors on February 23, 2023.641 In their audit opinion, KPMG found: “No material weakness 
and significant deficiencies. . . during the year.”642 On February 28, the KPMG audit team 
emailed First Republic Bank the signed auditor’s opinion to be included in the bank’s annual 
financial statement.643 Following the completion of the audit, the lead audit partner 
(hereinafter Lead Audit Partner 1) rotated off of the engagement, pursuant to PCAOB 
standards, and a new partner joined the engagement as lead audit partner for the 2023 audit 
(hereinafter Lead Audit Partner 2). 644 

 
b. KPMG Provided Accounting Guidance to First Republic Bank in the Months 

Following the Collapse of Silicon Valley Bank and Signature Bank 
 

i. KPMG Increased its Scrutiny of First Republic Bank’s Ability to Continue 
as a Going Concern Following the Failure of Silicon Valley Bank  

Lead Audit Partner 2 told the Subcommittee that the market turbulence that led to the 
collapse of Silicon Valley Bank and Signature Bank in March 2023 was a “surprise” that led 
to “discussions around what are you seeing in the other banks… what are your thoughts on 
contagion risk, where does this go.”645 According to an internal KPMG email, Lead Audit 
Partner 2 and First Republic Bank’s CFO, Neal Holland, had a call on March 10, the day 
Silicon Valley Bank collapsed, during which Mr. Holland informed KPMG that First Republic 
Bank would release a statement “reiterating their strong liquidity position, capital levels, 
etc.” in response to the market turmoil.646 
On March 13, 2023, the Monday after Silicon Valley Bank and Signature Bank failed, Lead 
Audit Partner 2 asked his team to send him the going concern analysis that KPMG had 
completed in February 2023 for First Republic Bank’s 2022 audit so he could review it as he 

 
639 See PSI Interview with Lead Audit Partner 1, KPMG (Jan. 10, 2024) at 72. 
640 Id. 
641 First Republic Bank Discussion with the Audit Committee, Summary: Audit results required 

communications and other matters (Feb. 23, 2023), KPMG-FRB-PSI-0000018635 at18636 (on file with the 
Subcommittee) 

642 Id.  
643 Email from Managing Director, KPMG to First Republic Bank (Feb. 28, 2023) KPMG-FRB-PSI-

0000028944 (on file with the Subcommittee). 
644 PSI Interview with Lead Audit Partner 2, KPMG (Feb. 29, 2024) at 15. 
645 Id. at 23. 
646 Internal KPMG Email Communication (Mar. 10, 2023), KPMG-SVB-PSI-0000015474 (on file with the 

Subcommittee); First Republic Bank (FRC) reiterates continued safety and stability and strong capital and 
liquidity positions, STREET INSIDER (Mar. 10, 2023), https://www.streetinsider.com/dr/news.php?id=21355863. 
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felt it was a “higher risk topic” following the collapses of Silicon Valley Bank and Signature 
Bank.647 While auditors conduct a going concern analysis of their client at the end of their 
audit, the company itself also conducts its own going concern analysis.648 Lead Audit Partner 
2 told the Subcommittee the bank updated its going concern analysis every quarter, but 
KPMG would not necessarily review each quarterly update depending on the bank’s 
circumstances at the time.649 He said that after the collapse of Silicon Valley Bank and 
Signature Bank, KPMG planned to review the bank’s going concern analysis every quarter 
going forward.650 The bank’s going concern analysis for the first quarter of 2023 would have 
informed its 10-Q quarterly financial statement.651 A 10-Q is similar to a 10-K, and it is filed 
quarterly with the SEC to update investors on a company’s financial performance and 
operations.652 However, the bank’s 10-Q was scheduled to be completed on May 9, eight 
days after the bank collapsed, and thus was never issued.653 
 

ii. KPMG Provided Accounting Guidance to First Republic Bank as the Bank 
Considered Ways to Generate Capital in Early 2023 

In response to the instability in the banking industry in early 2023, management at First 
Republic Bank sought KPMG’s guidance as the bank explored options for raising capital.654 
Like Silicon Valley Bank, First Republic Bank had classified most of its assets as HTM.655 By 
March 2023, the shifting interest rate environment decreased the market value of First 
Republic Bank’s HTM loans and securities by approximately $27 billion.656 If First Republic 
Bank had lost its HTM classification for its loans and securities in March 2022, the total 
realized loss would have amounted to more than the equity of the entire bank.657 
 
By the evening of Sunday, March 12, 2023, after Silicon Valley Bank failed and before markets 
opened the next morning, First Republic Bank announced that it had secured access to 

 
647 Email from Lead Audit Partner 1, KPMG to Audit Managing Director, KPMG (Mar. 14, 2023), KPMG-

FRB-PSI-0000034356 (on file with the Subcommittee); PSI Interview with Lead Audit Partner 2, KPMG (Feb. 
29, 2024) at 79. 

648 PSI Interview with Lead Audit Partner 2, KPMG (Feb. 29, 2024) at 164. 
649 Id.  
650 See PSI Interview with Lead Audit Partner 2, KPMG (Feb. 29, 2024) at 162-64; FDIC Quarterly 

Meeting with KPMG (Apr. 11, 2023) PSI00002766 at 2766 (on file with the Subcommittee). 
651 Pub. Co. Acct. Oversight Bd., AU Section: 722A Interim Financial Information, 

https://pcaobus.org/oversight/standards/archived-standards/details/AU722A (last visited Sept. 12, 2025). 
652 U.S. Sec. & Exch. Comm’n, Form 10-Q, https://www.sec.gov/about/forms/form10-q.pdf (last 

visited Sept. 12, 2025). 
653 See PSI Interview with Lead Audit Partner 2, KPMG (Feb. 29, 2024) at 83, 97. 
654 See e.g., Email from Audit Partner, KPMG to Partner, KPMG (Mar. 17, 2023), KPMG-FRB-PSI-

0000034969 (on file with the Subcommittee). 
655 U.S. Fed. Deposit Ins. Corp., supra note 9, at 14-15. 
656 Id. 
657 See id. 
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additional liquidity from the Federal Reserve and JPMorgan Chase.658 This averted failure the 
next day, as $40 billion of deposits were withdrawn from the bank.659 Still, the bank continued 
exploring options to monetize its assets, including its HTM portfolio.660 On March 17, 2023, 
Lead Audit Partner 2 emailed a partner at KPMG’s headquarters in New York, stating that the 
bank’s CFO “wants to understand if there is any impact on the HTM portfolio if the[y] move 
some of the loan portfolio to AFS.” 661 He said that the bank was “currently going through an 
evaluation of their business model and business plan to reposition themselves for their new 
reality.”662 The partner in New York responded the same day with concerns about the bank 
being able to maintain the HTM classification for their entire HTM portfolio if they sold any of 
their HTM assets, saying “I think in general for HTM the assertion that they have the positive 
intent to hold to maturity is going to be a hurdle for Q1.”663 
 
  

 
658 See Rachel Louise Ensign, Ben Foldy, David Benoit, First Republic Gets Additional Funding From 

Fed, JPMorgan, WALL ST. J. (Mar. 12, 2023), https://www.wsj.com/articles/first-republic-gets-additional-
funding-from-fed-jpmorgan-d11e68ca.  

659 Martin J. Gruenberg, Chairman, Fed. Deposit Ins. Corp., Testimony to the S. Committee on 
Banking, Housing and Urban Affairs: Oversight of Financial Regulators Financial Stability, Supervision, and 
Consumer Protection in the Wake of Recent Bank Failures (May 18, 2023), 
https://www.fdic.gov/news/speeches/2023/spmay1723.html. 

660 See Email from Audit Partner, KPMG to Partner, KPMG (Mar. 17, 2023), KPMG-FRB-PSI-
0000034969 (on file with the Subcommittee). 

661 Id. 
662 Id. 
663 Email from Partner, KPMG to Audit Partner, KPMG (Mar. 17, 2023), KPMG-FRB-PSI-0000033654 (on 

file with the Subcommittee). 
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Figure 18: March 17, 2023 Email from KPMG Partner to Lead Audit Partner 2 Regarding Intent 
and Ability to Hold Assets to Maturity 

 
Source: Email from KPMG Partner to Lead Audit Partner 2 (March 17, 2023), KPMG-FRB-PSI-
0000033654 (on file with the Subcommittee).  
 
Lead Audit Partner 2 replied to the partner in New York that he had made concerns about the 
HTM classification “crystal clear” to the bank’s CEO, CFO, and Deputy CFO, noting however: 
“They are likely to move everything to AFS prior to QE [quarter end] and begin[] selling.”664 
Meeting minutes generated by the FDIC during an April 11, 2023 quarterly meeting between 
the FDIC and KPMG show that the auditors told the regulator they did “not expect that 
management is planning on selling any AFS or HTM securities, and it makes better financial 
sense to use them to pledge to borrow money instead of taking a hit on capital by selling 
securities and possibly also triggering a negative news event.”665  
 
While accounting guidance allows a company to sell its HTM securities in the case of a bank 
run, according to Lead Audit Partner 2, the turmoil facing the banks in the “5, 10, 15 days 
subsequent to the failure of SVB would not have constituted a bank run.”666 Lead Audit 
Partner 2 commented further that accounting guidance doesn’t provide for an exception 
until the bank is at “its final dollar, which at that point, to have that exception, the standard 
kind of becomes useless.”667 Ultimately, First Republic Bank failed before it sold or 
transferred assets out of its HTM portfolio, though Lead Audit Partner 2 told the 

 
664 Email from Audit Partner, KPMG to Partner, KPMG (Mar. 17, 2023), KPMG-FRB-PSI-0000032303 (on 

file with the Subcommittee). 
665 Minutes from Quarterly Meeting between Fed. Deposit Ins. Corp and KPMG (Apr. 11, 2023), 

PSI00002766 at 2768 (on file with the Subcommittee).  
666 PSI Interview with Lead Audit Partner 2, KPMG (Feb. 29, 2024) at 33. 
667 Id. 
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Subcommittee the decision whether to sell HTM securities “was ongoing and there was no 
formal decision made.”668  
 

iii. KPMG Reviewed First Republic Bank’s Going Concern Analysis in the 
Days Before the Bank Collapsed 

While KPMG conducted a going concern analysis of First Republic Bank in its year-end audit, 
the auditors simply reviewed the going concern analysis conducted by First Republic Bank 
for its quarterly financial statements.669 First Republic Bank sent KPMG a draft of its first 
quarter going concern analysis in mid-April 2023.670 The analysis would potentially 
determine whether the bank should disclose a going concern risk in its 10-Q quarterly 
earnings report.671 Where substantial doubt of an entity’s ability to continue as a going 
concern exists, PCAOB guidance states an entity should disclose as much in its financial 
statements.672 This applies both to 10-K annual financial statements and 10-Q quarterly 
financial statements.673 KPMG reviewed and returned feedback for First Republic Bank’s 
going concern analysis on April 20, 2023.674 Lead Audit Partner 2 told the Subcommittee that 
the bank did not need KPMG’s approval for their quarterly earnings press release on April 24, 
but would not have been able to issue its 10-Q, scheduled for May 9, 2023 until KPMG had 
reviewed its going concern analysis and “signed off” on it.675  
 
Lead Audit Partner 2 and a partner in KPMG’s New York headquarters left over 22 comments 
on the bank’s going concern analysis, raising questions about the basis for the bank’s 

 
668 Id. at 42, 53-54. 
669 Id. at 164. 
670 Id. at 87. 
671 Id at 87, 89-90. 
672 See Pub. Company Acct. Oversight Bd., AU Section 508: Reports on Audited Financial Statements, 

https://pcaobus.org/oversight/standards/archived-standards/pre-reorganized-auditing-standards-
interpretations/details/AU508 (last visited Sept. 12, 2025); Pub. Company Acct. Oversight Bd., AU Section: 
722A Interim Financial Information, https://pcaobus.org/oversight/standards/archived-
standards/details/AU722A (last visited Sept. 12, 2025). 

673 See AU Section 508: Reports on Audited Financial Statements, supra note 672; AU Section: 722A 
Interim Financial Information, supra note 672. 

674 First Republic Bank Internal Memorandum (May 9, 2023), KPMG-FRB-PSI-0000044229 (on file with 
the Subcommittee). On July 25, 2025, KPMG told the Subcommittee: “If, in performing the review procedures 
required under AS 4105, ‘the accountant becomes aware of information that leads him or her to believe that 
the interim financial information may not be in conformity with generally accepted accounting principles in all 
material respects, the accountant should make additional inquiries or perform other procedures that the 
accountant considers appropriate.’ This is exactly what KPMG did and was in the process of doing up to the 
date the bank was placed in receivership.” (citing AS 4105.22). Letter from Couns. for KPMG to the Hon. 
Richard Blumenthal, Chairman, Permanent Subcomm. on Investigations, Appendix A, 68 (July 25, 2025) (on 
file with the Subcommittee). 

675 PSI Interview with Lead Audit Partner 2, KPMG (Feb. 29, 2024) at 177. 
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analysis of its long term viability.676 Lead Audit Partner 2 told the Subcommittee that KPMG 
would have performed formal audit procedures for the bank’s 10-Q interim financial 
statement that would have been released on May 9, 2023.677  
 
Lead Audit Partner 2 told the Subcommittee that he read the bank’s April 24, 2023 quarterly 
earnings release, but that he did not review it in a “technical context,” meaning that he did 
not provide a formal audit opinion on it.678 Lead Audit Partner 2 explained that KPMG was not 
obligated by PCAOB standards to provide an assessment of the quarterly earnings release 
that the bank issued on April 24 and that the 10-Q quarterly report, which would have been 
published on May 9, was never finalized.679 According to Lead Audit Partner 2, the going 
concern analysis he reviewed was “still a work in process.”680 While KPMG returned the draft 
to the bank, with comments prior to the release of the bank’s earnings release, Lead Audit 
Partner 2 told the Subcommittee that First Republic Bank officials did not respond to any of 
the comments prior to the bank’s collapse on May 1.681 
 
Many of the comments made by Lead Audit Partner 2 and the partner in New York on the 
bank’s first quarter going concern analysis questioned the assumptions made by the bank 
to support its ability to continue as a going concern.682 For instance, First Republic Bank’s 
analysis assumed that customers would continue to renew certificates of deposit at the 
bank (“CD”) at historical levels.683 CDs are a form of deposit that typically pays higher 
interest than regular savings accounts for money that a customer leaves untouched for a 
fixed term, with early withdrawals often incurring a penalty.684 It was widely understood at 
the time, amidst rising interest rates and turmoil in the banking industry following the failures 
of Silicon Valley Bank and Signature Bank, that consumers generally preferred money market 
funds to CDs.685 The partner in New York asked about this phenomenon in a comment on the 

 
676 See First Republic Bank Internal Memorandum, Q1 2023 Going Considerations (May 9, 2023), 

KPMG-FRB-PSI-0000044229, 44233-44238 (on file with the Subcommittee). 
677 See PSI Interview with Lead Audit Partner 2, Lead Audit Partner, KPMG (Feb. 29, 2024) at 99-100. 
678 Id. 
679 See id. at 93. 
680 Id. at 94. 
681 See id. 
682 See id. at 105. 
683 See First Republic Bank Internal Memorandum, Q1 2023 Going Considerations (May 9, 2023), 

KPMG-FRB-PSI-0000044229, 44234 (on file with the Subcommittee). 
684 See Jason Fernando, What Is a Certificate of Deposit (CD)? Pros and Cons, INVESTOPEDIA, 

https://www.investopedia.com/terms/c/certificateofdeposit.asp (last updated Apr. 28, 2025).  
685 See Jeff Sommer, Money Market Rates Are Lower, Yes. But Compared to What?, N.Y. TIMES (Oct. 18, 

2024), https://www.nytimes.com/2024/10/18/business/money-market-rates-stocks-bonds-inflation.html; 
Gara Afonso, Marco Cipriani, Catherine Huang, Abduelwahab Hussein & Gabriele La Spada, Monetary Policy 
Transmission and the Size of the Money Market Fund Industry: An Update, FED. RSRV. BANK OF N.Y. LIBERTY ST. 
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going concern analysis, writing: “What about outflows attributed to reinvesting in higher 
yielding products?”686 The partner in New York left another comment noting that First 
Republic Bank’s customers were so eager to exit CDs that they cumulatively accrued $60 
million in early withdrawal penalties, writing, “why is it reasonable to assume renewals revert 
to historical levels?”687 
 
Figure 19: Comment Generated by KPMG First Republic Bank Lead Audit Partner on First 
Republic Bank’s Going Concern Analysis for Its 1st Quarter 2023 Interim Financial Statement 

 
Source: First Republic Bank Draft Memorandum on Q1 2023 Going Concern Considerations 
reviewed by KPMG (Apr. 20, 2023), KPMG-FRB-PSI-0000044202 at 44207 (on file with the 
Subcommittee)  
 
The Subcommittee’s review of various drafts of the bank’s going concern analysis does not 
indicate that KPMG received satisfactory answers to these questions.688 In another 
comment, the partner in New York raised concerns regarding the assumptions the bank 
made around the risk of further deposit outflow.689 He pointed out that, according to the 
bank’s analysis, a deposit outflow greater than $10 billion over the next year would cause the 
bank to fail, stating: “They will need to better document why they don’t believe that is 
probable.”690 According to the draft of the bank’s quarterly earnings release reviewed by 

 
ECON. (Apr. 3, 2023), https://libertystreeteconomics.newyorkfed.org/2023/04/monetary-policy-transmission-
and-the-size-of-the-money-market-fund-industry-an-update/; Alex Harris et al., US Banks Are Finally Being 
Forced to Raise Rates on Deposits, BLOOMBERG (Mar. 6, 
2023).https://www.bloomberg.com/news/articles/2023-03-06/banks-forced-to-jack-up-cd-rates-to-stanch-
bleeding-on-deposits. 

686 First Republic Bank Internal Memorandum, Q1 2023 Going Considerations (May 9, 2023), KPMG-
FRB-PSI-0000044229 at 44235 (on file with the Subcommittee). 

687 First Republic Bank Draft Memorandum on Q1 2023 Going Concern Considerations reviewed by 
KPMG (Apr. 20, 2023), KPMG-FRB-PSI-0000044202, 44207 (on file with the Subcommittee). 

688 See, e.g., First Republic Bank Internal Memorandum, Q1 2023 Going Considerations (May 9, 
2023), KPMG-FRB-PSI-0000044229 (on file with the Subcommittee); First Republic Bank Internal 
Memorandum, Q1 2023 Going Considerations, (May 9, 2023) KPMG-FRB-PSI-0000044202 (on file with the 
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689 See First Republic Bank Internal Memorandum, Q1 2023 Going Considerations (May 9, 2023), 
KPMG-FRB-PSI-0000044229 at 44233 (on file with the Subcommittee). 
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KPMG, the bank had lost approximately $100 billion in deposit outflows between December 
31, 2022, and March 31, 2023.691 Lead Audit Partner 2 acknowledged to the Subcommittee 
this was ten times the amount that (according to the bank’s own going concern analysis) 
would have triggered a collapse of the bank.692 KPMG returned the draft with comments on 
April 20, 2023.693 The next day, Lead Audit Partner 2 attended a meeting of the bank’s board 
of directors. Lead Audit Partner 2 provided an update on the going concern analysis, telling 
the board KPMG’s review of the going concern analysis was “an open item,” but did not flag 
any issues with it.694 
 
Lead Audit Partner 2 told the Subcommittee he never explicitly raised concerns about the 
bank’s going concern analysis with anyone at the bank in the following exchange.695  

 
[PSI]: But you never explicitly said that you had any issues or concerns, you left the 
comments and waited for them to respond? 
 
[Lead Audit Partner 2]: Correct. 
 
[PSI]: And did you ever explicitly tell the client or the board of directors that you felt 
the assumptions were a stretch? 
 
[Lead Audit Partner 2]: No. 

 
Lead Audit Partner 2 told the Subcommittee First Republic Bank did not respond to any of 
KPMG’s comments on its going concern analysis prior to its failure, either by providing a 
narrative response or by offering additional evidence to demonstrate the basis of their 
assumptions.696 Lead Audit Partner 2 told the Subcommittee he never received another 
version of the going concern analysis after the document he reviewed on April 20, 2023 
before the bank’s collapse, but he had a “number of conversations” about the numbers and 
assumptions in the document with bank employees.697 He told the Subcommittee he would 

 
691 See First Republic Reports First Quarter 2023 Results, BUSINESSWIRE (Apr. 24, 2023), 

https://www.businesswire.com/news/home/20230424005719/en/First-Republic-Reports-First-Quarter-
2023-Results. 

692 See PSI Interview with Lead Audit Partner 2, KPMG (Feb. 29, 2024) at 100-101.  
693 See id. at 165. 
694 Id. 
695 Id. at 178. 
696 See id. at 99. 
697 Id. at 104. 
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not have signed off on the review of the going concern analysis if the bank was unable to 
make updates to the document.698 
 
First Republic Bank failed eight days before the planned release of its 10-Q interim financial 
statement.699 However, the bank issued its quarterly earnings release on April 24, 2023 
without disclosing any risks relating to either its ability to continue as a going concern or its 
intent and ability to hold its HTM assets to maturity.700 The Subcommittee is not aware of 
whether First Republic Bank would have disclosed these risks in its 10-Q. Furthermore, 
despite Lead Audit Partner 2’s assurances, there is no way to know whether KPMG would 
have given its approval to the 10-Q without such disclosures. Nevertheless, the 
Subcommittee’s review did not find any evidence KPMG challenged First Republic Bank 
before it issued its earnings release without disclosing any risks associated with its ability to 
continue as a going concern or its intent and ability to hold its HTM assets to maturity.701 
 

c. Conclusion 
For its work on First Republic Bank’s 2022 audit, KPMG ultimately assessed a total of $6.5 
million in fees for the work of approximately 120 personnel.702 At its conclusion, KPMG’s 2022 
audit of First Republic Bank resulted in an unqualified audit opinion.703 Following the 
collapse of First Republic Bank, the FDIC identified steps that the bank should have taken to 
better withstand the market contagion after the collapses of Silicon Valley Bank and 
Signature Bank.704 For instance, according to the FDIC, First Republic Bank failed to 
anticipate flaws in its business model, which was reliant on high net-worth individuals who 
represented a concentrated base of uninsured, rate-sensitive deposits.705 This left the bank 

 
698 Id. at 105. 
699 See id. at 83; U.S. Fed. Deposit Ins. Corp., FDIC’s Supervision of First Republic Bank, 6 (Sept. 8, 

2023), https://www.fdic.gov/news/press-releases/2023/pr23073a.pdf. 
700 See Businesswire, First Republic Reports First Quarter 2023 Results (Apr. 24, 2023), 

https://www.businesswire.com/news/home/20230424005719/en/First-Republic-Reports-First-Quarter-
2023-Results. 

701 See, e.g., PSI Interview with Lead Audit Partner 2, KPMG (Feb. 29, 2024) at 178; Email from Audit 
Partner, KPMG to Partner, KPMG (Mar. 17, 2023), KPMG-FRB-PSI-0000032303 (on file with the 
Subcommittee). 

702 Letter from KPMG to Permanent Subcomm. on Investigations (June 7, 2023); According to KPMG’s 
presentation to the bank’s board of directors, audit services included “[a]udits of the consolidated financial 
statements, interim reviews, statutory audits, and comfort letters rendered in connection with securities 
offerings,” audit-related services included “SOC 1 Type 2 examination of internal control reports,” and tax 
services included “Federal and State tax planning and general advice.” See First Republic Bank Discussion 
with the Audit Committee: Audit and professional service fees (Feb. 23, 2023), KPMG-FRB-PSI-WP- 
0000013033 at 13042 (on file with the Subcommittee). 

703 See supra Finding III(a). 
704 See U.S. Fed. Deposit Ins. Corp., supra note 9,  at 1, 17-18. 
705 See id. 
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acutely exposed to liquidity stress as interest rates rose and depositors began to flee.706 The 
Subcommittee’s review indicated that KPMG conducted a routine audit of First Republic 
Bank that did not include a particular focus on these risks.707 As with Silicon Valley Bank and 
Signature Bank, the audit team for First Republic Bank reiterated that risk management is 
not within the scope of the work auditors are tasked with completing.708 Yet, the proximity 
with which KPMG issued an unqualified audit of First Republic Bank and its ultimate failure 
raises questions regarding the current regime for auditing standards, as well as whether 
KPMG accurately understood its responsibilities to review its client’s risks as part of a 
holistic assessment of the institution, as reiterated in a recent regulatory statement from the 
SEC.709  
 
Regardless of current auditing practices, following the completion of the 2022 audit, the 
engagement team appeared to have avoided directly challenging their client as its condition 
grew increasingly dire.710 Within days of the collapse of Silicon Valley Bank, KPMG re-
assessed the survival of First Republic Bank as a “higher risk topic.”711 Behind the scenes, 
even as KPMG became increasingly concerned about the bank’s ability to continue as a 
going concern, the auditors never explicitly challenged management or the board of 
directors regarding faulty assumptions on the part of First Republic Bank as the bank failed 
to present meaningful disclosures to the public.712 The Subcommittee’s review 
demonstrates that as the pressure facing First Republic Bank increased, KPMG did not 
discuss whether the bank might provide meaningful disclosures of relevant risks to the 
public in its April 24, 2023 earnings release, seven days before its failure.713 Such risks, which 
mirrored those KPMG had flagged internally, included threats to the bank’s ability to continue 
as a going concern and its intent and ability to hold its HTM assets to maturity.714 It is unclear 
whether these risks would have been disclosed in the bank’s planned 10-Q interim financial 
statement, as the bank failed before the 10-Q was due to be issued on May 9, 2023.   

 
706 See id. 
707 See supra Finding III(a). 
708 See, e.g., PSI Interview with Lead Audit Partner 1, KPMG (Jan. 10, 2024) at 9; PSI Interview with 
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IV. KPMG’s Relationship with Silicon Valley Bank, Signature Bank, and First 
Republic Bank Demonstrated Potential Threats to the Independence of 
its Work 

The auditing industry is highly concentrated in a small number of firms, meaning that 
relationships between clients and their auditors tend to be long-lasting, and the revolving 
door between and among firms and their clients is continuous.715 Threats to the 
independence of external auditors can harm transparency and damage the confidence of 
investors, leading to market disruption.716 The Subcommittee’s review of the relationship 
between KPMG and its client banks reveals how the current concentration of auditing firms, 
coupled with regulatory loopholes, led to closeness between KPMG and its audit clients that 
may have compromised the auditor’s independence. While the Subcommittee’s review did 
not find a direct causal link between the lucrative, longstanding relationships KPMG enjoyed 
with Silicon Valley Bank, Signature Bank, and First Republic Bank and the outcome of their 
respective audits, the apparent familiarity raises concerns relevant to the entire auditing 
industry.717 KPMG is not the only large auditing firm known for having long audit tenures. 
According to a 2024 analysis, a total of 24 public companies have retained the same auditor 
(all from Deloitte, EY, or PwC) for 100 years or more.718 Indeed, concerns about auditor 
independence stemming from lengthy auditing relationships have plagued the industry for 
decades, even prompting the Sarbanes-Oxley Act and the creation of the PCAOB following 
the Enron and WorldCom accounting scandals in 2001.719  
 

a. KPMG Audited Each of the Failed Banks for Decades Before Their Collapse  
When auditors become too familiar with their clients it can threaten auditor independence, 
which is more likely to occur when the business relationship spans many years.720 KPMG has 
maintained long relationships with many of the businesses it audits, including with Silicon 

 
715 See Steven M. Mintz, The Case for and Against Mandatory Rotation of Audit Firms, TXCPA (Mar. 

2024), https://www.tx.cpa/resources/txcpa-magazine/march-april-2024/2024/03/06/the-case-for-and-
against-mandatory-rotation-of-audit-firms (last visited Sept. 8, 2025).  

716 See Corp. Fin. Inst., Threats to Auditor Independence, 
https://corporatefinanceinstitute.com/resources/accounting/threats-to-auditor-independence/ (last visited 
Sept. 8, 2025). 

717 See generally, John Means, Audit tenure centenarians, IDEAGEN (Nov. 22, 2024), 
https://www.ideagen.com/thought-leadership/blog/audit-tenure-centenarians.  
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719 See Nikita Patel, Comment, Auditor Independence: Moving Toward Harmonization or 

Simplification?, 97 S. Cal. L. Rev. 495 (2024), https://southerncalifornialawreview.com/2024/06/22/auditor-
independence-moving-toward-harmonization-or-simplification/. 

720 See Corp. Fin. Inst., supra note 716. 
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Valley Bank, Signature Bank, and First Republic Bank.721 Auditing firms are guided by PCAOB 
rules governing independence, but these rules are not exhaustive. In particular, U.S. auditing 
regulations do not fully anticipate the threats posed to independence when the audit-client 
relationship extends over a long period of time.722 The familiarity that can come with a long-
term auditing relationship can jeopardize auditors’ ability to provide an unbiased and 
professional opinion of their client’s financial reporting.723 Research indicates that longer 
audit firm tenure can have a negative effect on audit quality, which can cause auditors to 
take longer to find and remedy misstatements, and lead to misstatements of greater 
magnitude, creating additional barriers to investors receiving accurate information about the 
companies in which they invest.724  
 
Prior to the bank failures, KPMG audited Silicon Valley Bank, Signature Bank, and First 
Republic Bank for decades.725 At the conclusion of the 2022 audits, KPMG had served as 
auditor for Signature Bank since it was founded in 2001 and Silicon Valley Bank since 1994.726 
KPMG had also been First Republic Bank’s auditor since 1989, except for three years from 
2007 to 2010 when the bank was briefly owned by Merrill Lynch.727 Concerns regarding the 
length of audit tenures are commonly raised when auditors make problematic judgment 
calls. For example, when Wells Fargo, which KPMG has audited for nearly a century, was 
discovered in 2016 to have opened millions of fraudulent accounts to meet sales quotas, 
KPMG acknowledged it had been aware of “unethical and illegal conduct” since 2013, but 
did not raise the issue because it felt “the misconduct described did not implicate any key 
controls over financial reporting.”728 In 2018, prominent shareholder advisory firms Glass 
Lewis and Institutional Shareholder Services recommended that Wells Fargo shareholders 
replace the bank’s auditor, stating concerns about “the severity of the fraudulent account 
activity and KPMG’s prior knowledge of the incident” were “heightened by the fact that KPMG 

 
721 SVB Fin. Group., Annual Report (Form 10-K), 94 (Feb. 24, 2023); Signature Bank, Annual Report 

(Form 10-K), 120 (Mar. 1, 2023); Chris Hughes, Look Who Fell into the First Republic Rut, BLOOMBERG (May 8, 
2023), https://www.bloomberg.com/opinion/articles/2023-05-08/first-republic-its-board-members-and-
kpmg-hung-around-each-other-for-too-long.  

722 See Steven M. Mintz, supra note 715.  
723 See Corp. Fin. Inst., supra note 716.  
724 See Zvi Singer & Jing Zhang, Auditor Tenure and the Timeliness of Misstatement Discovery, 93 

ACCT. REV. 315, 315-338 (2018), https://corpgov.law.harvard.edu/wp-content/uploads/2018/06/AR318-
AuditrTenureMisstateJNL.pdf. 

725 SVB Fin. Group., Annual Report (Form 10-K), 94 (Feb. 24, 2023); Signature Bank, Annual Report 
(Form 10-K), 120 (Mar. 1, 2023); Chris Hughes, supra note 721. 

726 SVB Fin. Group., Annual Report (Form 10-K), 94 (Feb. 24, 2023); Signature Bank, Annual Report 
(Form 10-K), 120 (Mar. 1, 2023); See Chris Hughes, supra note 721. 

727 See Chris Hughes, supra note 721. 
728 Letter from Lynne M. Doughtie, Chairman & CEO, KPMG, to Hon. Elizabeth Warren, Senator, U.S. 

Senate (Nov. 28, 2016), https://www.warren.senate.gov/files/documents/2016_11_28_KPMG_Response.pdf. 
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has served as the company’s auditor since 1931.”729 Despite these recommendations, over 
90 percent of Wells Fargo’s shareholders voted to retain KPMG as the bank’s auditor.730 
 

b. At Least 11 Individuals with Key Audit Roles for the 2022 Audits of Silicon Valley 
Bank, Signature Bank, and First Republic Bank Had Prior Ties to KPMG or the 
Banks They Were Auditing  

Relationships between former auditors who leave to work for banks they once audited can 
also threaten auditor independence.731 While auditing regulations cover some aspects of 
these types of conflicts, such as imposing “cooling off” periods or restricting certain types 
of financial or romantic relationships between auditors and their clients, they do not 
exhaustively consider the cumulative effect that the revolving door between auditing firms 
and their clients can have on the independence of audits.732 Research indicates that auditors 
tend to prefer hiring individuals who previously worked at their firm, even if they did not know 
each other prior to the audit engagement.733 One analysis of hiring practices found that 
clients are 30 percent more likely to hire executives who had previously worked for their 
current auditor.734 This overlap can cause auditors to be more deferential to alumni of their 
firm.735 A 2018 study found that 76 percent of auditors were more willing to adopt a client’s 
position on a conjectural accounting matter if the client’s CFO was an alumni of their firm, 
as opposed to only 39 percent who were willing to accept the position if they had no 
indication of the CFO’s prior work history.736  

 
729 Kevin Wack, Wells Fargo execs, directors got the boot. Will its auditor be next?, AMERICAN BANKER 

(Apr. 5, 2018), https://www.americanbanker.com/news/wells-fargo-execs-directors-got-the-boot-will-its-
auditor-be-next; Deon Roberts, In Unusual Move, Prominent Firm Bashes Wells Fargo Auditor, CHARLOTTE 
OBSERVER (last updated Apr. 4, 2018), 
https://www.charlotteobserver.com/news/business/banking/article207895114.html; Ronald Orol, ISS Urges 
Wells Fargo Holders to Reject a Majority of Board Members, THESTREET (Apr. 7, 2025), 
https://www.thestreet.com/markets/iss-urges-wells-fargo-holders-to-reject-a-majority-of-board-nominees-
14078333. 

730 See Shirley Westcott, Surprises from the 2018 Proxy Season, HARVARD L. SCH. F. CORP. GOVERNANCE 
(June 27, 2018), https://corpgov.law.harvard.edu/2018/06/27/surprises-from-the-2018-proxy-season/. 

731 See Corp. Fin. Inst., supra note 716. 
732 See U.S. Sec. Exch. Comm’n, Audit Committees and Auditor Independence, 

https://www.sec.gov/info/accountants/audit042707.pdf (last visited Sept. 9, 2025); Pub. Co. Acct. Oversight 
Bd, ET Section 101 Independence, https://pcaobus.org/oversight/standards/ethics-independence-
rules/details/ET101 (last visited Sept. 9, 2025). 

733 See Andrew Finley et al., Employee Movements from Audit Firms to Audit Clients, SSRN (Jan. 1, 
2018), https://ssrn.com/abstract=3108778. 

734 Id. 
735 See Michael Favere-Marchesi & Craig Emby, The Alumni Effect and Professional Skepticism: An 

Experimental Investigation, 32 1 ACCT. HORIZONS 53-63 (2018), https://doi.org/10.2308/acch-51920; Ben 
Haimowitz, Familiarity may breed contempt, but between CFOs and auditors it is more likely to breed 
coziness, study finds, AMERICAN ACCT. ASS’N (Feb. 8, 2018), https://aaahq.org/Outreach/Newsroom/Press-
Releases/2-8-18-Familiarity-may-breed-contempt.  

736 See Michael Favere-Marchesi & Craig Emby, supra note 735; Ben Haimowitz, supra note 735. 
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In examining the relationship between KPMG and its client banks, the Subcommittee 
observed at least ten instances during KPMG’s 2022 audits of Silicon Valley Bank, Signature 
Bank, and First Republic Bank in which KPMG engaged with individuals at the banks who had 
previously worked for KPMG, and one instance where a KPMG auditor for the First Republic 
Bank audit had previously worked for the bank, as follows:  
 
Silicon Valley Bank 
• Karen Hon, Chief Accounting Officer, worked as a Senior Audit Associate at KPMG from 

2003 to 2005 before joining Silicon Valley Bank in 2006 and serving as Chief Accounting 
Officer from 2019-2023, where she oversaw the bank’s Sarbanes-Oxley compliance 
(“SOX”) department.737 
 

• John Peters, Chief Auditor, worked as an auditor at KPMG for more than nine years prior 
to working for Silicon Valley Bank, where he oversaw the bank’s internal audit 
department.738  

 
Signature Bank 
• Joseph DePaolo, Chief Executive Officer, co-founded Signature Bank in 2001 and 

served as CEO until its failure in 2023.739 He had worked at KPMG for seven years prior to 
1988.740 
 

• Stephen Wyremski, Chief Financial Officer, served as Signature Bank’s CFO from 2021 
until 2023.741 He previously worked as an audit manager at KPMG for eight years, from 
2004-2012, and joined Signature Bank in 2015.742 

 
737 Press Release, Banc of Cal., Banc of California Welcomes Karen Hon as Chief Accounting Officer 

(Mar. 4, 2025), https://investors.bancofcal.com/news-releases/news-release-details/banc-california-
welcomes-karen-hon-chief-accounting-officer; Karen Hon, LINKEDIN, https://www.linkedin.com/in/karen-hon 
(last visited Sept. 9, 2025); PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 105.  

738 See Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 98; Fed. Rsrv. Bank San Francisco, 
Report of Joint Examination: Silicon Valley Bank, 19 (2023), 
https://www.federalreserve.gov/supervisionreg/files/svb-2020-camels-examination-report-20210503.pdf. 

739 Interview with Joseph J. DePaolo, President & CEO, SIGNATURE BANK (Oct. 4, 2008), 
https://www.leadersmag.com/issues/2008.4_october/pdfs/depaolo.pdf. 

740 Id. 
741 Signature Bank Announces Both Executive and Senior Management Appointments, BUSINESSWIRE 

(Apr. 23, 2021), https://www.businesswire.com/news/home/20210423005123/en/Signature-Bank-
Announces-Both-Executive-and-Senior-Management-Appointments. 

742 Signature Bank Executive Profile of Stephen Wyremski, WALL ST. J., https://www.wsj.com/market-
data/quotes/SBNY/company-people/executive-profile/204085927 (last visited Sep 9, 2025); Signature Bank 
Announces Both Executive and Senior Management Appointments,  supra note 741. 



117 
 

 
• Keisha Hutchinson, Chief Risk Officer, worked as an audit partner for KPMG and led 

the Signature Bank audit until March 2021, and then joined Signature Bank as Chief Risk 
Officer, in June 2021, remaining until 2023.743 Hutchinson had spent approximately 19 
years at KPMG from 2002 to 2021, including working as a partner from 2015 to 2021.744 

 
• Frank DeMaria, Senior Vice President & Controller, worked for KPMG as the lead audit 

manager for the 2021 Signature Bank audit.745 He had worked for KPMG for nine years 
from 2011 to 2021 before joining Signature Bank in October 2022 as Senior Vice 
President, Director of Financial Management and Analysis. He was promoted to 
Controller a month before the bank collapsed.746 

 
• Judith Huntington, Member, Board of Directors, worked for 15 years at KPMG from 

1986 to 2001 prior to joining Signature Bank’s board of directors from 2013 through 
2023.747 She served on the Examining Committee, which had oversight over KPMG’s audit 
of the bank.748 

 
• Michael Pappagallo, Member, Board of Directors, worked as a senior manager in the 

audit group at KPMG from 1981 to 1990 prior to joining Signature Bank’s board of 
directors in 2013 and remaining through 2023.749 He served on the Examining Committee, 
which had oversight over KPMG’s audit of the bank.750 

 
743 Signature Bank Announces Both Executive and Senior Management Appointments, supra note 

741. 
744 Id; Keisha Hutchinson, LINKEDIN, https://www.linkedin.com/in/keisha-hutchinson-cpa-7141a428/ 

(last visited Sept. 9, 2025). 
745 PSI Interview with Mike Keehlwetter, Audit Partner, KPMG (Jan. 9, 2024) at 50. 
746 Frank DeMaria, LINKEDIN, https://www.linkedin.com/in/frank-demaria-cpa-mba-14ab7713/ (last 

visited Sep 9, 2025); Executive Profile of Frank Demaria CPA, https://theorg.com/org/newtek/org-chart/frank-
demaria-cpa, (last visited Sept. 9, 2025).  

747 See The Collapse of SVB and Signature Bank: Where Were the Regulators and KPMG?, WORKPLACE 
ETHICS ADVICE (Apr. 13, 2023), https://www.workplaceethicsadvice.com/2023/04/the-collapse-of-svb-and-
signature-bank-where-were-the-regulators-and-kpmg-i-have-previously-blogged-about-the-collapse-
of.html; Signature Bank Names Two New Members to Board of Director, MARKET SCREENER (Apr. 24, 2013), 
https://uk.marketscreener.com/quote/stock/SIGNATURE-BANK-10755/news/Signature-Bank-Names-Two-
New-Members-to-Board-of-Directors-39088573/. 

748 See The Collapse of SVB and Signature Bank: Where Were the Regulators and KPMG?, supra note 
747. 

749 See Signature Bank Names Two New Members to Board of Director, supra note 747; Brixmor 
Enhances Management Team With Appointment of Michael Pappagallo as President & Chief Financial 
Officer, PR NEWSWIRE (May 13, 2013), https://www.prnewswire.com/news-releases/brixmor-enhances-
management-team-with-appointment-of-michael-pappagallo-as-president--chief-financial-officer-
207166601.html. 

750 See The Collapse of SVB and Signature Bank: Where Were the Regulators and KPMG?, supra note 
747. 
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First Republic Bank 
• Michael Roffler, Chief Executive Officer, worked at KPMG for 17 years from 1993 to 

2009, including as a partner in the firm’s San Francisco office, before joining First 
Republic Bank as Deputy CFO in 2009.751 He was promoted to CEO in 2022, where he 
remained until the bank went into receivership in 2023.752 
 

• Justin Gibson, Executive Vice President, Chief Audit Executive, worked at KPMG as a 
manager for four years from 2001 to 2005. He joined First Republic Bank in 2012, and was 
promoted to Chief Audit Executive in 2017, where he remained until 2023.753  

 
• A Senior Audit Manager for KPMG’s 2022 audit of First Republic Bank previously 

worked at First Republic Bank as a Senior Analyst.754 This individual worked at KPMG from 
2011 to 2013, First Republic Bank from 2013 to 2014, and returned to KPMG in 2014.755  
 

The Subcommittee was unable to conclude whether these preexisting relationships had an 
impact on audit quality for the 2022 audits of Silicon Valley Bank, Signature Bank, and First 
Republic Bank. However, the Subcommittee’s review revealed at least two instances 
between KPMG and its clients that raised questions about the familiarity between the KPMG 
audit teams and senior employees at the banks.  
 

c. Signature Bank’s Chief Risk Officer Maintained a Financial Relationship with KPMG 
for 17 Months After Leaving the Firm and Joining the Bank 

Mr. Keehlwetter told the Subcommittee that he had previously worked with Signature Bank’s 
Chief Risk Officer, Keisha Hutchinson, in KPMG’s New York office in a team of approximately 
20-25 people dedicated to supervising audits of banking clients before she joined Signature 
Bank in 2021.756 Ms. Hutchinson had served as the lead audit partner for the Signature Bank 

 
751 First Republic Bank Board of Directors Appoints Mike Roffler as Chief Executive Officer, 

BUSINESSWIRE (Mar. 14, 2022), https://www.businesswire.com/news/home/20220314005298/en/First-
Republic-Bank-Board-of-Directors-Appoints-Mike-Roffler-as-Chief-Executive-Officer; Distinguished Alumni 
Spotlight: Michael J. Roffler, MARQ. U. (2021), https://alumni.marquette.edu/awards/recipients/roffler. 

752 First Republic Bank Board of Directors Appoints Mike Roffler as Chief Executive Officer, supra note 
751; Distinguished Alumni Spotlight: Michael J. Roffler, MARQ. U. (2021), 
https://alumni.marquette.edu/awards/recipients/roffler. 

753 Justin Gibson, LINKEDIN, https://www.linkedin.com/in/justinwilliamgibson (last visited Sep 9, 
2025). 

754 KPMG Initial Independence Compliance Document, KPMG-FRB-PSI-WP-0000012771 (on file with 
the Subcommittee). 

755 Id. 
756 PSI Interview with Mike Keehlwetter, Audit Partner, KPMG (Jan. 9, 2024) at 82. 
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engagement team prior to Mr. Keehlwetter.757 After signing KPMG’s audit opinion for the 
bank’s 2020 audit on March 1, 2021, she accepted employment with the bank as its Chief 
Risk Officer, effective June 1, 2021.758 Mr. Keehlwetter told the Subcommittee he was 
unaware of whether Ms. Hutchinson had begun negotiating her position prior to the 
completion of the audit.759 PCAOB standards require a cooling off period for an auditor who 
joins a former client before they may assume control over financial reporting.760 KPMG met 
with Ms. Hutchinson the first Monday after the end of her cooling off period, on April 4, 
2023.761  

 
Mr. Keehlwetter told the Subcommittee he interacted “fairly regularly” with Ms. Hutchinson’s 
department during the 2022 audit.762 On November 9, 2022, KPMG drafted a memo 
identifying an independence breach caused by Ms. Hutchinson’s financial relationship with 
KPMG, continuing 17 months from when she had begun her role at the bank to when the 
financial relationship was discovered by KPMG’s independence division and ultimately 
remedied.763 The independence violation arose because Ms. Hutchinson maintained an 
interest in KPMG’s deferred compensation plan and KPMG prepared her taxes at no cost.764 
On October 25, 2022, the lead audit partner sought guidance from KPMG’s independence 

 
757 Id. at 49. 
758 Signature Bank Announces Both Executive and Senior Management Appointments, NASDAQ (Apr. 

23, 2021), https://www.nasdaq.com/press-release/signature-bank-announces-both-executive-and-senior-
management-appointments-2021-04-23. 

759 PSI Interview with Mike Keehlwetter, Audit Partner, KPMG (Jan. 9, 2024) at 91. 
760 U.S. Sec. Exch. Comm’n, Office of the Chief Accountant, Application of the Commission's Rules 

on Auditor Independence, at Question 11 (June 27, 2019), https://www.sec.gov/about/divisions-
offices/office-chief-accountant/office-chief-accountant-application-commissions. 

761 PSI Interview with Mike Keehlwetter, Audit Partner, KPMG (Jan. 9, 2024) at 91. 
762 Id. at 85. 
763 KPMG Examining Committee Notice of Independence Breach (Nov. 9, 2022), KPMG-SBNY-PSI-

0000030294, at 30295 (on file with the Subcommittee); Signature Bank Announces Both Executive and Senior 
Management Appointments, BUSINESSWIRE (Apr. 23, 2021), 
https://www.businesswire.com/news/home/20210423005123/en/Signature-Bank-Announces-Both-
Executive-and-Senior-Management-Appointments. On July 25, 2025, KPMG told the Subcommittee: “The 
former partner consulted with KPMG’s Risk Management – Independence group at the time of her departure 
and, because it was determined that she would not be in an accounting or financial reporting oversight role 
(“FROR”) at Signature, her financial relationship with the Firm was not resolved at the time. After her cooling 
off period ended, the former partner became a FROR, but the engagement team was unaware of her 
continued financial ties and there was miscommunication about the steps necessary to resolve her financial 
ties to KPMG.” Letter from Couns. for KPMG to the Hon. Richard Blumenthal, Chairman, Permanent 
Subcomm. on Investigations, Appendix A, 73 (July 25, 2025) (on file with the Subcommittee). 

764 KPMG Examining Committee Notice of Independence Breach (Nov. 9, 2022), KPMG-SBNY-PSI-
0000030294 at 30295 (on file with the Subcommittee). 
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function on the violation.765 An employee within KPMG’s independence section wrote that 
they had solicited input from Ms. Hutchinson in a memo assessing the violation.766  

 
The memo ultimately concluded that in KPMG’s “professional judgment… this violation did 
not compromise the engagement team’s integrity, objectivity, impartiality, or professional 
skepticism,” and attributed it to “miscommunication.”767 After KPMG identified the 
independence breach on October 24, 2022, Ms. Hutchinson no longer received tax 
preparation services from KPMG and transferred the remainder of her unfunded long-term 
compensation to a “rabbi trust” that would not confer preferential tax treatment.768 
  

d. KPMG’s Chief Operating Officer Made a Surprise Visit to a Closed Session of Silicon 
Valley Bank’s Board of Directors As The Board Considered Accepting Bids for a New 
Auditor  

The Subcommittee’s review of KPMG’s 2022 audit of Silicon Valley Bank raised questions 
about the pressure audit partners face to maintain client relationships in perpetuity and the 
ways that longstanding relationships between audit firms and their clients allow them to do 
so. The PCAOB requires lead audit partners to rotate to a new client every five years in an 
effort to bolster auditor independence.769 Numerous other countries go a step further, 
requiring publicly traded companies to rotate audit firms every few years, with some 
jurisdictions providing for the option of maintaining a professional relationship the same firm 
for longer if the company accepts bids for auditors and the original firm wins through a 

 
765 Email from Audit Partner, KPMG to Sr. Associate, KPMG Risk Management Div. – Independence 

(Oct. 24, 2022), KPMG-SBNY-PSI-0000012694 (on file with the Subcommittee). 
766 KPMG Internal Email Communications (Oct. 28, 2022), KPMG-SBNY-PSI-0000012688 (on file with 

the Subcommittee). 
767 KPMG Examining Committee Notice of Independence Breach (Nov. 9, 2022), KPMG-SBNY-PSI-

0000030294 at 30295 (on file with the Subcommittee). 
768 Id. 
769 See SEC Qualifications of Accountants, 17 C.F.R. § 210.2-01; 6.3 Rotation of Audit Partners, 

DELOITTE, https://dart.deloitte.com/USDART/home/publications/deloitte/additional-deloitte-
guidance/roadmap-initial-public-offerings/chapter-6-audit-considerations/6-3-rotation-audit-
partners#SL658502464-435513 (last visited Sept. 9, 2025). 
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competitive process.770 There is no requirement for audit firm rotation in the United States.771 
Academics argue that audit firm rotation is a check against auditors becoming “complacent” 
because long-term professional relationships can cause them to “overlook differences of 
opinion with management on accounting and financial reporting issues… [and] compromise 
professional skepticism.”772 As of the beginning of 2023, Silicon Valley Bank had never 
employed another independent auditor and never sought bids for another firm to conduct 
its audit since it first engaged KPMG in 1994.773 
 
On January 17, 2023, approximately one month before Silicon Valley Bank issued its financial 
statement with KPMG’s 2022 audit opinion, the bank’s board of directors met for a closed 
session to discuss KPMG’s performance.774 After asking KPMG to leave the virtual meeting, 
the board approved KPMG as the bank’s auditor for 2023 while raising the prospect of 
accepting bids for a new auditor for the first time since KPMG first started auditing the bank 
in 1994.775 The chair of the audit committee, Mary Miller, indicated she would inform the 
bank’s CFO, Daniel Beck, about their decision.776 Three days later, on January 20, 2023, Ms. 
Miller emailed Jack Pohlman, KPMG’s lead audit partner for Silicon Valley Bank with Mr. Beck 
copied, informing KPMG of the board’s decision to seek bids for the audit.777 Ms. Miller stated 
that she did not want KPMG to be “caught off guard,” but the board had grown concerned 
with “the very long tenure of KPMG – over two decades – without conducting competitive 
review.”778 Additionally, Ms. Miller mentioned the desire to ensure Silicon Valley Bank had 

 
770 Regulation (EU) No 537/2014 of the European Parliament and of the Council of 16 April 2014 on 

specific requirements regarding statutory audit of public-interest entities and repealing Commission 
Decision 2005/909/EC, 2014 O.J. (L 158) 97, https://eur-lex.europa.eu/legal-
content/EN/TXT/PDF/?uri=OJ:L:2014:158:FULL&from=EN; Ken Tysiac, Mandatory audit firm rotation rules 
published in EU, J. ACCOUNTANCY (May 28, 2014), 
https://www.journalofaccountancy.com/news/2014/may/201410229/; Walter Stuber & Adriana Stuber, The 
Brazilian Regulator Softens The Rule Of Rotation Of Audit Firms, MONDAQ (Nov. 18, 2011), 
https://www.mondaq.com/brazil/corporate-governance/154116/the-brazilian-regulator-softens-the-rule-of-
rotation-of-audit-firms. 

771 See Steven M. Mintz, The Case for and Against Mandatory Rotation of Audit Firms, TXCPA (Mar. 
2024), https://www.tx.cpa/resources/txcpa-magazine/march-april-2024/2024/03/06/the-case-for-and-
against-mandatory-rotation-of-audit-firms. 

772 Id. 
773 PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 87. 
774 Silicon Valley Bank, Audit Committee Meeting Minutes (Jan. 17, 2023), FRB_SVB_PSI_001541 (on 

file with the Subcommittee). 
775 Id.; Email from the Chair of Silicon Valley Bank’s Audit Committee to Audit Partner, KPMG (Jan. 20, 

2023), KPMG-SVB-PSI-0000064670 (on file with the Subcommittee). 
776 Silicon Valley Bank, Audit Committee Meeting Minutes (Jan. 17, 2023), FRB_SVB_PSI_001541 (on 

file with the Subcommittee). 
777 Email from the Chair of Silicon Valley Bank’s Audit Committee to Audit Partner, KPMG (Jan. 20, 

2023), KPMG-SVB-PSI-0000064670 (on file with the Subcommittee). 
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audit resources appropriate to the increased level of scrutiny the Federal Reserve would be 
placing on the bank as it grew “into a larger and more complex bank.”779 
 
Within an hour, Mr. Pohlman emailed KPMG’s Chief Operating Officer, Laura Newinski, 
saying he was “completely caught off guard.”780 Mr. Pohlman wrote to Ms. Newinski that he 
thought the board’s move was a response to regulatory criticism from the Federal Reserve 
and a desire “to demonstrate strong governance and oversight.”781 Ms. Newinski, who was 
on a flight back from the World Economic Forum in Davos, Switzerland, responded to say the 
decision was “so disappointing” and that Ms. Miller “has been a hard one to 
understand/manage.”782 Ms. Newinski stated that she was surprised that the other audit 
members would go along with the plan and suggested approaching them individually.783 
 
On January 24, 2023, Mr. Pohlman emailed Silicon Valley Bank’s CEO, Greg Becker, for his 
perspective on the matter.784 Mr. Becker responded that he personally saw “no issues” with 
KPMG as an auditor, but that the board of directors “just feels for proper governance this is 
the right thing to do.”785 Mr. Becker followed up on the same email thread two hours later 
suggesting KPMG could sponsor a women’s cycling team he was associated with.786  
 
  

 
779 Id. 
780 Email from Audit Partner, KPMG to Chief Operating Officer, KPMG (Jan. 20, 2023) KPMG-SVB-PSI-

0000064669 (on file with the Subcommittee). 
781 Email from Audit Partner, KPMG to Chief Operating Officer, KPMG (Jan. 20, 2023) KPMG-SVB-PSI-

0000062383 (on file with the Subcommittee). 
782 Email from Audit Partner, KPMG to Chief Operating Officer, KPMG (Jan. 20, 2023) KPMG-SVB-PSI-

0000064668, 64669 (on file with the Subcommittee). 
783 Id. 
784 Email from Audit Partner, KPMG to Chief Executive Officer, Silicon Valley Bank (Jan. 24, 2023) 

KPMG-SVB-PSI-0000027844, (on file with the Subcommittee).  
785 Id. 
786 The women’s cycling team, TIBCO-SVB, was partially named after the bank. The bank’s CEO, Mr. 

Becker, occasionally joined the team for rides, and at times, brought venture-capital clients. Email from Chief 
Executive Officer, Silicon Valley Bank to Chief Operating Officer, KPMG and Audit Partner, KPMG (Jan. 25, 
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Was There for SVB’s Quick Rise and Even Quicker Fall, WALL ST. J. (Mar. 13, 2023), 
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Figure 20: January 25, 2023 Email from Silicon Valley Bank CEO to KMPG Silicon Valley Bank 
Lead Audit Partner Regarding Charity Associated with Silicon Valley Bank 

 
Source: Email from Silicon Valley Bank CEO Greg Becker to KPMG Silicon Valley Bank 
Lead Audit Engagement Partner Jack Pohlman (Jan. 25, 2023), KPMG-SVB-PSI-
0000028784 (on file with the Subcommittee). 

 
According to the promotional materials Mr. Becker sent to KPMG, becoming a title sponsor 
would cost between $3 to $4 million for a two-year commitment.787 Later that afternoon, Ms. 
Newinski responded to say that KPMG “would very much like to open the door to a 
conversation between our two teams,” and copied a KPMG marketing representative.788 Mr. 
Pohlman told the Subcommittee that the bank collapsed before the conversation about 
sponsoring the cycling team reached a conclusion.789 
 
On January 25, 2023, Mr. Pohlman emailed a senior KPMG executive to ask for help with the 
bank’s CFO, Mr. Beck, about the board’s discussion of accepting bids for a new auditor.790 
Mr. Pohlman stated he had “been having some positive interactions through text messages 
with [Mr. Beck] and he and I are going to meet for a drink.”791 Mr. Pohlman told his colleague 
that Mr. Beck wanted to either extend the timeframe before accepting bids or try to convince 

 
787 Silicon Valley Bank, Women’s Pro Cycling Promotional Materials, KPMG-SVB-PSI-0000028786 (on 

file with the Subcommittee). 
788 Email from Chief Operating Officer, KPMG to Chief Executive Officer, Silicon Valley Bank (Feb. 22, 

2023), KPMG-SVB-PSI-0000004794 (on file with the Subcommittee). 
789 PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 93. 
790 KPMG Internal Email Communications (Jan. 25, 2023), KPMG-SVB-PSI-0000062126 (on file with 

the Subcommittee). 
791 Id. 
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the board of directors to “remove their RFP [request for proposal] recommendation 
altogether.”792 On January 27, Mr. Pohlman met with Mr. Beck at the Blackhawk Country Club 
in Danville, California.793 When the Subcommittee asked what they discussed during this 
meeting, Mr. Pohlman responded, “we talked about the high-quality audits that we.. have 
performed for SVB.”794 
 
On February 21, 2023, Mr. Pohlman attended the first meeting of the bank’s board of 
directors since it had discussed accepting bids for the next year’s audit.795 The meeting was 
virtual, with attendance limited to individuals with authorized access.796 Mr. Pohlman told 
the Subcommittee that KPMG’s Chief Operating Officer, Ms. Newinski, had obtained login 
credentials from the assistant running the meeting before it began.797 Once the board moved 
to a closed executive session, Mr. Pohlman texted Ms. Newinski, who joined the call.798  
 
According to Mr. Pohlman, Ms. Newinski presented to the board how KPMG could “support 
[the bank] through the process of effective governance in any way we can,” in an apparent 
attempt to “show Silicon Valley Bank how important a client they were to KPMG.”799 
According to Mr. Pohlman, Ms. Newinski had never joined a closed session of Silicon Valley 
Bank’s board before.800 After the incident, Ms. Miller wrote to Mr. Pohlman, saying: “The Audit 
Committee was surprised by Laura’s presence in the closed session of the meeting. I’m not 
sure how or why that happened and would like to discuss.”801 Mr. Pohlman told KPMG that, 
following the executive session, Ms. Miller told him “she wished [KPMG] would have let her 
know that [Ms. Newinski] was attending.”802 In the days leading up to the collapse of the 
bank, Mr. Pohlman continued to reach out to members of the board to discuss putting the 
audit up for a bid, but by early March, only one board member had responded.803 

 
792 Id. 
793 Documentation of Appointment: “Drinks with Dan & Jack Pohlman” on Jan. 27, 2023, 11:00 PM to 

Jan. 28, 2023, 1:00 AM (Jan. 27, 2023), KPMG-SVB-PSI-0000062652 (on file with the Subcommittee). 
794 PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 90. 
795 Id. at 95. 
796 Id. at 92. 
797 Id. at 92. 
798 Id. 
799 Id. at 95. 
800 Id. at 96. 
801 PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 92; Email from Chair of 

Silicon Valley Bank’s Audit Committee to Audit Partner, KPMG (Feb. 22, 2023), KPMG-SVB-PSI-0000062286 
(on file with the Subcommittee). 

802 PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 92. 
803 KPMG Internal Email Communications (Mar. 6, 2023), KPMG-SVB-PSI-0000028626 (on file with the 

Subcommittee).  
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On March 6, Mr. Pohlman decided to pause the outreach and take time to decide next 
steps.804 Based on records reviewed by the Subcommittee, the matter was not resolved prior 
to the bank’s failure.805 It is unclear whether KPMG’s efforts to retain Silicon Valley Bank as 
its client in January through March of 2023 impacted their objectivity as KPMG concurrently 
finished their audit of the bank and prepared a comfort letter for its fundraising. However, 
this episode demonstrated familiarity between KPMG’s leadership and Silicon Valley Bank’s 
CEO and CFO amidst efforts by the bank’s board of directors to strengthen the bank’s risk 
management as it received increased regulatory scrutiny.806  
  

 
804 Id. 
805 See KPMG Internal Email Communications (Feb. 27, 2023), KPMG-SVB-PSI-0000060354 (on file 

with the Subcommittee). 
806 See Email from the Chair of Silicon Valley Bank’s Audit Committee to Audit Partner, KPMG (Jan. 20, 

2023), KPMG-SVB-PSI-0000064670 (on file with the Subcommittee); Email from Audit Partner, KPMG to Chief 
Operating Officer, KPMG (Jan. 20, 2023) KPMG-SVB-PSI-0000062383 (on file with the Subcommittee). 
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CONCLUSION AND RECOMMENDATIONS 
Auditors are meant to serve a vital role in America’s capital markets by offering a company’s 
stakeholders (including investors, depositors, employees, vendors, borrowers, and the local 
community) an objective outside opinion on the integrity of the company’s financial 
statements.807 All kinds of investors – from individual households to institutional pension 
funds – rely on these statements to make informed investment decisions.808 One of the 
architects of the bipartisan Sarbanes-Oxley Act, stated: “We often think of money as the 
currency of a free market system, but in truth the system rises and falls on the confidence of 
its investors.”809 However, in recent years, the public has become increasingly skeptical of 
the auditing profession in the face of high profile corporate scandals that implicated 
auditors.810 Indeed, noted investment manager and CEO of Berkshire Hathaway, Warren 
Buffett, has increasingly challenged auditors at companies he invests in, stating “I realized 
the only way to really get one of the super big-name auditors to behave was to have them 
more afraid of me than they were afraid of the management.”811 Unfortunately, most 
investors do not enjoy similar leverage over the companies they invest in and the current 
regulatory regime for auditors does not offer a comparable level of oversight for the benefit 
of the general public.  
 
The Subcommittee’s review demonstrates how common practices in the auditing industry 
can erode public trust in the financial reporting of publicly traded companies. Indeed, PSI’s 
review of KPMG’s 2022 audits of Silicon Valley Bank, Signature Bank, and First Republic Bank 
showed that the auditing firm was aware of risks and mismanagement that contributed to 
the public loss of faith in these institutions so abruptly in early 2023.812 However, KPMG 
determined that the problems it discovered were not related to each bank’s financial 

 
807 See Steven B. Harris, Board Member, Pub. Co. Acct. Oversight Bd., Address at the International 

Corporate Governance Network Annual Conference: Auditor Independence and the Role of the PCAOB in 
Investor Protection (June 28, 2016), https://pcaobus.org/news-events/speeches/speech-detail/auditor-
independence-and-the-role-of-the-pcaob-in-investor-protection_616; Jason Fernando, What Are 
Stakeholders? Definition, Types, and Examples, INVESTOPEDIA (Aug. 14, 2025), 
https://www.investopedia.com/terms/s/stakeholder.asp. 

808 See Steven B. Harris, supra note 807. 
809 Auditing the Auditors: Creating the Public Company Accounting Oversight Board, SEC. EXCH. 

COMM’N HIST. SOC’Y, https://www.sechistorical.org/museum/galleries/pcaob/pcaob02_race_to_restore.php 
(last visited Sept. 8, 2025). 

810 Iralma Pozo, How the Next Generation of CPAs Can Restore the Public Trust, 92 C.P.A. J. 18 (Jan. 
31, 2022). 

811 Johnny Hopkins, Warren Buffett: How to Deal with Financial Shenanigans, THE ACQUIRER’S MULTIPLE 
(Oct. 27, 2021), https://acquirersmultiple.com/2021/10/warren-buffett-how-to-deal-with-financial-
shenanigans/. 

812 See supra Finding I(b), Finding 2(b), and Finding 3(b). 
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reporting.813 Each of the lead audit partners told the Subcommittee that auditors are not 
obligated to opine on poor risk mismanagement and excessive financial risk, but only to 
make sure any such risk is reflected in the company’s financial statement.814 KPMG seemed 
to interpret PCAOB guidance in such a way as to absolve KPMG of responsibility for 
incorporating the inherent risk within a client’s business into the scope of an audit, much 
less disclosing it.  
 
KPMG’s position was that a poorly managed, risk-prone bank can nevertheless earn an 
unqualified audit opinion wherein an auditor opines on the integrity of its financial reporting. 
This approach to the role of an auditor echoes the arguments that KPMG made in the course 
of its audits of Wells Fargo during the years when that bank faced scandal for generating fake 
accounts.815 KPMG later publicly acknowledged that it was aware of evidence of fake 
accounts in the course of auditing Wells Fargo, but did not disclose that evidence in its audit 
opinions at the time.816 Going back to 2005, six out of ten KPMG auditors interviewed by the 
Subcommittee had previously worked as a member of the audit team for Wells Fargo.817  

 
813 See supra Finding I(b), Finding 2(b), and Finding 3(b); Letter from Lynne M. Doughtie, Chairman & 

CEO, KMPG, to Hon. Elizabeth Warren, Senator, U.S. Senate (Nov. 28, 2016), 
https://www.warren.senate.gov/files/documents/2016_11_28_KPMG_Response.pdf. 

814 See, e.g., PSI Interview with Jack Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 154; PSI 
Interview with Lead Audit Partner 1, KPMG (Jan. 10, 2024) at 9; PSI Interview with Mike Keehlwetter, Audit 
Partner, KPMG (Jan. 9, 2024) at 203. 

815 See Letter from Lynne M. Doughtie, Chairman & CEO, KPMG, to Hon. Elizabeth Warren, Senator, 
U.S. Senate (Nov. 28, 2016), supra note 813. 

816 See Francine McKenna & Andrea Riquier, Where was KPMG, Wells Fargo’s auditor, while the funny 
business was going on?, MARKETWATCH (Aug. 21, 2017), https://www.marketwatch.com/story/where-was-
wells-fargos-auditor-kpmg-while-the-funny-business-was-going-on-2017-08-17. On July 25, 2025, KPMG told 
the Subcommittee: “The letter speaks for itself but leaves no doubt about one thing: the engagement teams 
on the Wells Fargo audits satisfied their professional obligations by performing the required audit procedures 
which included: [1] KPMG analyzed the potential impact on the financial statements of setting up 
unauthorized accounts, whether caused by an improper sales practice or otherwise.[2] KPMG concluded that 
the potential impact of any such errors would likely be insignificant. [3] KPMG received additional support for 
this conclusion when an outside consultant calculated the potential financial impact of the improper sales 
practices. That consultant concluded the fees associated with unauthorized accounts were less than $5 
million, and that amount had accumulated over a five-year period. KPMG’s audit team, however, did not limit 
their consideration to the numbers. [4] KPMG also looked at who was involved in the improper sales 
practices. None worked in financial reporting or had the ability to influence the financial reporting process.” 
Letter from Couns. for KPMG to the Hon. Richard Blumenthal, Chairman, Permanent Subcomm. on 
Investigations, Appendix A, 73 (July 25, 2025) (on file with the Subcommittee). 

817 See PSI Interview with Lead Audit Partner 1, KPMG (Jan. 10, 2024) at 8; PSI Interview with Jack 
Pohlman, Audit Partner, KPMG (Feb. 15, 2024) at 4; PSI Interview with Senior Audit Manager for Silicon Valley 
Bank Engagement Team, (Feb. 8, 2024) at 5; PSI Interview with Senior Audit Manager for Silicon Valley Bank 
engagement team, KPMG (Jan. 26, 2024) at 4; PSI Interview with Senior Audit Manager for First Republic Bank 
engagement team, KPMG (Nov. 30, 2023) at 15; PSI Interview with Audit Manager for Silicon Valley Bank 
engagement team, KPMG (Apr. 5, 2024) at 14. Coincidentally, of the four KPMG auditors the Subcommittee 
interviewed who had not previously worked on the Wells Fargo audit, three of them had worked for the Credit 
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Actions by the Securities and Exchange Commission (“SEC”) and the Public Company 
Accounting Oversight Board (“PCAOB” or the “Board”) in the wake of the failures of Silicon 
Valley Bank, Signature Bank, and First Republic Bank suggest that KPMG’s approach is not 
only flawed, but fails to take a sufficiently comprehensive view of the company being 
audited, which ultimately impacts investor protection and public confidence. Following the 
collapse of Silicon Valley Bank, Signature Bank, and First Republic Bank, the Chief 
Accountant for the SEC released a statement in August 2023 arguing that auditors should 
take a more comprehensive approach to risk assessment, stating that the agency was 
“troubled by instances in which management and auditors appear too narrowly focused on 
information and risks that directly impact financial reporting while disregarding broader, 
entity-level issues that may also impact financial reporting and internal controls.”818  
 
In May 2024, the PCAOB adopted new auditing standards regarding the ethical obligations 
and quality control requirements for auditors, addressing concerns raised by the 2023 bank 

 
Suisse audit team, including the lead audit partner for Signature Bank, who served as the lead audit partner 
for Credit Suisse from 2018-2019. PSI Interview with Lead Audit Partner 2, KPMG (Feb. 29, 2024) at 6; PSI 
Interview with Mike Keehlwetter, Audit Partner, KPMG (Jan. 9, 2024) at 16; PSI Interview with Audit Senior 
Manager for Signature Bank Engagement Team, KPMG (Jan. 11, 2024) at 6. KPMG has faced scrutiny for its 
role auditing Credit Suisse, with shareholders alleging in a 2023 lawsuit that the firm certified the bank’s 
financials despite known deficiencies in internal controls and risk management over more than 15 years. See 
Credit Suisse Directors, Execs Sued Over Bank’s Implosion, BLOOMBERG LAW (May 30, 2023), 
https://news.bloomberglaw.com/litigation/kpmg-credit-suisse-directors-execs-sued-over-banks-implosion. 
The shareholder lawsuit was dismissed in February 2024 for standing, with the judge determining that the 
shareholder’s claims could only be brought by the corporation. Credit Suisse Officials, KPMG Beat U.S. 
Lawsuit over Bank’s Demise, REUTERS (Feb. 15, 2024), https://www.reuters.com/legal/credit-suisse-officials-
kpmg-beat-us-lawsuit-over-banks-demise-2024-02-15/.  

818 Statement, Paul Munter, Chief Accountant, U.S. Sec. Exch. Comm’n., The Importance of a 
Comprehensive Risk Assessment by Auditors and Management, (Aug. 25, 2023), 
https://www.sec.gov/newsroom/speeches-statements/munter-importance-risk-assessment-082523. 
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failures.819 However, the effectiveness of these efforts ultimately hinge on the PCAOB’s 
ability to enforce them in practice.820 
 
KPMG’s position, which embraces a narrow view of its role, may not be in line with recent 
statements and actions by the SEC and the PCAOB, but appears to reflect the broader 
auditing industry’s practices. Indeed, research demonstrates that issuing adverse audit 
opinions has a negative economic impact for an auditor.821 Research indicates that audit firm 
offices that issue critical opinions, particularly of highly visible clients, grow more slowly 
than other offices, whether they are the offices of other firms or offices of the same firm in 
other cities, that do not issue such opinions.822 While the leadership and staff of the PCAOB 
has strained to direct the industry toward greater standards of investor protection, the 
agency is limited by the tools it has been provided. Given this historical context, critics argue 
that auditors act with “impunity” because the PCAOB is, by design, unable to more forcefully 

 
819 One of these updates was, “AS 1000, General Responsibilities of the Auditor in Conducting an 

Audit,” which reaffirms the auditor’s core professional responsibilities, including objectivity, due care, and 
professional skepticism. See Pub. Co. Acct. Oversight Bd., PCAOB Solidifies Foundation of Every Audit with 
Adoption of New Standard on General Responsibilities of the Auditor, (May 13, 2024), 
https://pcaobus.org/news-events/news-releases/news-release-detail/pcaob-solidifies-foundation-of-every-
audit-with-adoption-of-new-standard-on-general-responsibilities-of-the-auditor. Prior PCAOB standards 
related to the auditor’s foundational responsibilities were scattered across several older rules and often 
written in indirect or outdated language. Id. AS 1000 consolidated that guidance into a single, modernized 
standard and restated auditor responsibilities more directly and explicitly. Id. The standard emphasizes that: 
“The auditor has a fundamental obligation to protect investors through the preparation and issuance of 
informative, accurate, and independent auditor’s reports. Id. This responsibility transcends an auditor’s 
relationship with management and the audit committee of the company under audit, providing the 
foundation for an objective and independent audit.” Id. Moreover, the standard prescribes the auditor’s 
objectives and defines professional qualifications, due professional care, and professional skepticism and 
judgment. Id. At the same time, the PCAOB issued a new quality control (“QC”) standard, “QC 1000, A Firm’s 
System of Quality Control,” which replaced the previous quality control framework with a new, risk-based 
system that requires audit firms to proactively identify and respond to risks to audit quality on a continuous 
and firmwide basis. See Pub. Co. Acct. Oversight Bd., PCAOB Adopts New Quality Control Standard with a 
Risk-Based Approach Designed to Drive Continuous Improvement in Audit Quality, (May 13, 2024), 
https://pcaobus.org/news-events/news-releases/news-release-detail/pcaob-adopts-new-quality-control-
standard-with-a-risk-based-approach-designed-to-drive-continuous-improvement-in-audit-quality. As of 
August 2025, the PCAOB delayed implementation of QC 1000 for auditing firms to adjust to “implementation 
challenges” of the new standard. Pub. Co. Acct. Oversight Bd., PCAOB Postpones Effective Date of QC 1000 
and Related Standards, Rules, and Forms (Aug. 25, 2025), https://pcaobus.org/news-events/news-
releases/news-release-detail/pcaob-postpones-effective-date-of-qc-1000-and-related-standards--rules--
and-forms. 

820 See David Kenner, Accounting firms accused of ‘operating with impunity’ as regulator flags growing 
number of flawed audits, ICIJ (Aug. 1, 2023), https://www.icij.org/investigations/deforestation-
inc/accounting-firms-accused-of-operating-with-impunity-as-regulator-flags-growing-number-of-flawed-
audits/. 

821 Elizabeth N. Cowle & Stephen P. Rowe, Don’t Make Me Look Bad: How the Audit Market Penalizes 
Auditors for Doing Their Job, Am. Acct. Ass’n, (July 2019), 
https://aaahq.org/portals/0/newsroom/2019/2019ann-4.16penalizingms.pdf. 

822 Id. 
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regulate the industry.823 Over 20 years after the enactment of the Sarbanes-Oxley Act, 
Congress has an opportunity to strengthen enforcement over auditors and require more 
fulsome corporate transparency and investor protection in this critical industry. 
 

I. Congress Should Reform How the Auditing Industry is Regulated 
The Subcommittee’s review found evidence that KPMG ignored or justified multiple flaws 
within the failed banks it audited, leading to compromised audits of Silicon Valley Bank, 
Signature Bank, and First Republic Bank. While significant, these three banks represent only 
a fraction of KPMG’s clientele, which spans institutions in the United States and world-wide. 
KPMG’s persistence in asserting to the Subcommittee that it had no obligation to 
acknowledge flaws outside of its audit—as it understood its duties as an auditor—
demonstrates a systemic problem within the auditing profession. This is true because, as 
the Subcommittee’s investigation suggests, auditors are functionally left to define their own 
responsibilities and face little, if any, consequences for not living up to the spirit of their 
ethical obligations. As such, the auditing industry is dangerously in need of reform.    
 
The U.S. capital markets operate on a disclosure-based, rather than merit-based, regulatory 
model—a principle embedded in federal securities law since the 1930s.824 Companies are 
required to disclose material risks, and investors decide which risks to accept.825 For this 
model to function however, companies must provide accurate and reliable information. The 
Subcommittee’s investigation shows that the current regulatory regime is falling short and 
that a reassessment of the regulatory framework for auditors is warranted. Markets rely on 
auditors to serve as a check on corporate reporting, yet research shows auditors are profit-
driven actors who are liable to choose the private gain of continued business over the public 
good of reliable audits.826 Investor protection demands oversight from regulators who 
possess both the technical expertise to identify misconduct in an exceedingly complicated 
subject matter and the enforcement authority to successfully deter powerful incumbents.   
 
In short, Congress should ensure regulators have the necessary tools to make auditors more 
afraid of their regulators than their clients. Such an undertaking must anticipate the 
underlying incentive structure of the industry whereby auditors produce a product for the 

 
823 See Elizabeth N. Cowle & Stephen P. Rowe, Don't Make Me Look Bad: How the Audit Market 

Penalizes Auditors for Doing Their Job, 97 ACCT. REV. 205, 205-226 (2022). 
https://publications.aaahq.org/accounting-review/article-abstract/97/3/205/4435/Don-t-Make-Me-Look-
Bad-How-the-Audit-Market.  

824 Daniel M. Gallagher, The Importance of the SEC Disclosure Regime, HARVARD LAW SCHOOL FORUM 
ON CORPORATE GOVERNANCE (Jul. 16, 2013) https://corpgov.law.harvard.edu/2013/07/16/the-importance-of-
the-sec-disclosure-regime/. 

825 Id. 
826 Don A. Moore et al., Conflicts of Interest and the Case of Auditor Independence: Moral Seduction 

and Strategic Issue Cycling, 31 ACADEMY OF MANAGEMENT REV., 10, 15-19 (2006).  
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public that is ultimately paid for by their client. The following recommendations suggest a 
path to alleviate the conflicts of interest created by lengthy relationships between auditors 
and their clients by requiring the periodic rotation of audit firms. The recommendations also 
provide tactical solutions to offer Congress, regulators, and the American public greater 
transparency and accountability through strengthened enforcement mechanisms when 
auditors fall short in their ethical obligations. Additionally, the recommendations provide a 
financial incentive for auditors to channel actionable information that regulators can use to 
build a case when audit firms conduct deficient audits.  
 
The recommendations below provide opportunities to amend the existing legal and 
regulatory structure for the auditing industry. However, the approach used to reform the 
industry must be guided first and foremost by the interests of the investing public. As 
Congress considers how to strengthen its oversight of the auditing industry, any reform 
efforts must be directed solely by the principles of investor protection and corporate 
transparency.  
 
II. Congress Should Require Increased Competition for Audit Firm 

Engagements  
Sec. 10(A) of the Securities and Exchange Act of 1934 requires individual auditors designated 
as a lead audit partner to rotate to a new engagement every five years.827 Other partners 
involved in audit engagement or equivalent roles are required to withdraw from servicing a 
client after seven years, but are allowed to return to the same client after a two-year cooling 
off period.828 This requirement, however, does not apply to the length of the relationship 
between audit firms and their clients.829 While these measures enhance auditor 
independence, the enduring relationship between auditors and their clients nevertheless 
impacts the firms that clients hire and how auditors receive information.830 The 

 
827 Securities Exchange Act of 1934, 15 U.S.C. §§ 78j–1(j). 
828 See SEC Qualifications of Accountants, 17 C.F.R. § 210.2-01(c)(6) (2021); 6.3 Rotation of Audit 

Partners, DELOITTE, https://dart.deloitte.com/USDART/home/publications/deloitte/additional-deloitte-
guidance/roadmap-initial-public-offerings/chapter-6-audit-considerations/6-3-rotation-audit-
partners#SL658502464-435513 (last visited Sept. 10, 2025); U.S. Sec. Exch. Comm’n, Office of the Chief 
Accountant, Application of the Commission's Rules on Auditor Independence (June 27, 2019), Question 11, 
https://www.sec.gov/about/divisions-offices/office-chief-accountant/office-chief-accountant-application-
commissions. 

829 Securities Exchange Act of 1934, 15 U.S.C. §§ 78j–1(j). 
830 See Ben Haimowitz, Familiarity may breed contempt, but between CFOs and auditors it is more 

likely to breed coziness, study finds, AMERICAN ACCT. ASS’N (Feb. 8, 2018), 
https://aaahq.org/Outreach/Newsroom/Press-Releases/2-8-18-Familiarity-may-breed-contempt; Michael 
Favere-Marchesi & Craig Emby, The Alumni Effect and Professional Skepticism: An Experimental 
Investigation, 32 ACCT. HORIZONS 53, 53-63 (2018), https://doi.org/10.2308/acch-51920; Andrew Finley et al., 
Employee Movements from Audit Firms to Audit Clients 6-7, SSRN (Jan. 1, 2018), 
https://ssrn.com/abstract=3108778. 
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Subcommittee’s review found that KPMG maintained lengthy relationships with Silicon 
Valley Bank, Signature Bank, and First Republic Bank and exhibited a high level of familiarity 
between senior auditors and bank executives.831  
 
In addition to requiring partner rotation for key auditors, several other countries, including 
the European Union, India, and Brazil require companies to periodically accept bids for a 
new auditor.832 Some experts argue that mandatory firm rotation reduces the likelihood of a 
conflict of interest, and promotes objective evaluation unencumbered by longstanding 
relationship biases.833 Consider KPMG’s response when they learned Silicon Valley Bank was 
considering accepting bids for the first time since KPMG had begun working for the bank 
nearly 30 years prior.834 The Subcommittee’s review could not determine if these efforts, 
which occurred simultaneously with completing the bank’s 2022 audit and completing a 
comfort letter for an emergency fundraising, impacted the outcome of either product.835 
However, mandatory audit rotation could alleviate the pressure audit firms feel to prevent 
competition and retain client contracts indefinitely.  
 

III. Congress Should Clarify that It is Entitled to Receive Inspection 
Information 

Every year, the PCAOB selects audits at each auditing firm to review for potential 
deficiencies.836 For 2022 year-end audits, a body which included the audits of Silicon Valley 
Bank, Signature Bank, and First Republic Bank, two-thirds (67 percent) of KPMG audits for 
financial clients that were reviewed by the PCAOB had “1.A deficiencies,” defined by the 
PCAOB as deficiencies that indicate that “the firm, at the time it issued its audit report(s), 

 
831 See supra Finding IV. 
832 Regulation (EU) No 537/2014 of the European Parliament and of the Council of 16 April 2014 on 

specific requirements regarding statutory audit of public-interest entities and repealing Commission 
Decision 2005/909/EC, 2014 O.J. (L 158) 97, https://eur-lex.europa.eu/legal-
content/EN/TXT/PDF/?uri=OJ:L:2014:158:FULL&from=EN; Ken Tysiac, Mandatory audit firm rotation rules 
published in EU, J. ACCOUNTANCY (May 28, 2014), 
https://www.journalofaccountancy.com/news/2014/may/201410229/; Walter Stuber & Adriana Stuber, The 
Brazilian Regulator Softens The Rule Of Rotation Of Audit Firms, MONDAQ (Nov. 18, 2011). 

833 See Steven M. Mintz, The Case for and Against Mandatory Rotation of Audit Firms, TXCPA (Mar. 5, 
2024), https://www.tx.cpa/resources/txcpa-magazine/march-april-2024/2024/03/06/the-case-for-and-
against-mandatory-rotation-of-audit-firms; Monika Causholli et al., Have You Kept Your Auditor Too Long?, 
GATTON COLL. BUS. & ECON. (June 2015), https://gatton.uky.edu/have-you-kept-your-auditor-too-long; Mara 
Cameran et al., Are There Adverse Consequences of Mandatory Auditor Rotation? Evidence from the Italian 
Experience, 34 J. PRAC. & THEORY 1, 1 (2015), https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2596497.  

834 See supra Finding IV(e). 
835 See supra Finding I(d). 
836 See PUB. CO. ACCT. OVERSIGHT BD., NO. 104-2024-109, 2023 INSPECTION REPORT OF KPMG LLP 4-6 

(2024), https://assets.pcaobus.org/pcaob-dev/docs/default-source/inspections/reports/documents/104-
2024-109-kpmg-llp.pdf. 
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had not obtained sufficient appropriate audit evidence to support its opinion.”837 PCAOB 
inspection reports summarize deficiencies identified in select audits, which are chosen for 
inclusion in the report based on risk factors such as industry developments, market 
capitalization changes, and prior inspection results.838  
 
Section 105 of the Sarbanes-Oxley Act prohibits the PCAOB from disclosing information 
obtained during an inspection of auditing firms, other than to select entities, such as the SEC 
and the Attorney General of the United States.839 Thus, the identity of any firms inspected by 
the PCAOB are kept confidential from the public.840 Other organizations in the federal 
government are also blocked from receiving information from the PCAOB regarding its 
inspections, which the PCAOB has interpreted to include Congress.841 Such inspection 
reports would provide useful information to Congress as it decides on appropriate policy 
relating to the auditing industry. Congress should amend the Sarbanes-Oxley Act to remove 
any ambiguity and clarify that the PCAOB must produce inspection information to Congress 
upon request. 
 
IV. Congress Should Require Enforcement Actions in the Auditing Industry 

Be Made Public 
The confidentiality provisions in the Sarbanes-Oxley Act impose strict limits on what the 
PCAOB can disclose about its oversight of audit firms, both in its inspection reports and any 
resulting enforcement actions.842 The PCAOB must withhold any criticisms of a firm’s 

 
837 Id. at 14. Coincidentally, in the PCAOB’s 2023 report on inspections of KPMG audits, the first two 

companies listed as having deficiencies, Issuer A and Issuer B, were identified as being financial services 
companies and appear to share similarities with the Subcommittee’s findings regarding Silicon Valley Bank 
and Signature Bank. Id. at 19-20. For instance, compare concerns raised by the PCAOB for “Issuer A” about its 
going concern analysis and investment securities in relation to the Subcommittee’s findings on Silicon Valley 
Bank. Id. at 20. Compare also the issues raised for “Issuer B” by the PCAOB regarding its ACL and valuation 
concerns in relation to the Subcommittee’s findings on Signature Bank. Id. 

838 See Pub. Co. Acct. Oversight Bd., Spotlight: Staff Priorities for 2025 Inspections and Interactions 
With Audit Committees 3-4, (Dec. 2024), https://assets.pcaobus.org/pcaob-dev/docs/default-
source/documents/2025-priorities-spotlight_v3.pdf. 

839 Sarbanes-Oxley Act of 2002, Pub. L. No. 107-204 § 105 (2002) (codified at 15 U.S.C. 7215). 
840 See PUB. CO. ACCT. OVERSIGHT BD., NO. 104-2024-109, 2023 INSPECTION REPORT OF KPMG LLP (2024), 

https://assets.pcaobus.org/pcaob-dev/docs/default-source/inspections/reports/documents/104-2024-109-
kpmg-llp.pdf.  

841 PCAOB Briefing to PSI Staff (Oct. 2, 2024). On July 29, 2025, the PCAOB told the Subcommittee: 
“PCAOB lacks statutory authority to disclose information protected by Section 105(b)(5)—such as details 
identifying particular engagements subject to ongoing PCAOB inspections—to Congress. However, this 
restriction does not preclude the PCAOB from sharing with Congress general, anonymized or aggregated data 
regarding inspection activities”. Email from Director, Office of Communications and Engagement, PCAOB to 
Subcommittee Staff (July 29, 2025) (on file with the Subcommittee). 

842 See Pub. Co. Acct. Oversight Bd., PCAOB Inspection Procedures: What Does the PCAOB Inspect 
and How Are Inspections Conducted?, https://pcaobus.org/oversight/inspections/inspection-procedures 
(last visited Sept. 12, 2025); Pub. Co. Acct. Oversight Bd., Enforcement, 
https://pcaobus.org/oversight/enforcement (last visited Sept. 12, 2025). 
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deficiencies from the public if the firm addresses those deficiencies to the Board’s 
satisfaction within 12 months.843 If the firm remediates the issue within that timeframe, it is 
never made public.844 In cases where inspection findings suggest serious misconduct, such 
as falsified documentation or repeated audit failures, the PCAOB may initiate further 
investigation.845 However, any such investigation and disciplinary proceeding will remain 
confidential unless and until the Board imposes a final sanction.846 As a result, even when 
inspection findings lead to enforcement actions, the public may never learn what conduct 
triggered an enforcement action if the matter is quietly resolved or dismissed.847 Together, 
these provisions hide lingering deficiencies from inspection findings and unresolved 
enforcement matters from public view.848 This deprives investors, audit committees, and 
corporate boards of critical information needed to evaluate auditor performance and 
accountability.849 Therefore, Congress should mandate that the PCAOB must make its 
enforcement actions available to the public. 
 
V. Congress Should Create an Office of the Whistleblower to Provide 

Actionable Information Regarding Auditors 
Section 21F of the Securities Exchange Act of 1934 created an office within the SEC that pays 
a reward of 10-30% of monetary sanctions the agency collects to whistleblowers who 
provide original, actionable information that leads to a successful judgment of at least $1 
million against a company.850 As of 2024, the SEC’s whistleblower program had recovered 
more than $6.3 billion based on actionable information from 444 whistleblowers since the 
program was created in 2011.851 Like the SEC, the Commodities and Futures Trading 
Commission (“CFTC”) has also seen great success in generating actionable information with 
its whistleblower program.852 The Subcommittee’s findings reveal the significant extent of 

 
843 Sarbanes-Oxley Act of 2002, 15 U.S.C. § 7214(g)(2) (Section 104(g)(2)). 
844 Id. 
845 Sarbanes-Oxley Act of 2002, 15 U.S.C. § 7214(g)(2) (Section 104(c)(3)). 
846 15 U.S.C. § 7215(c)(3). 
847 Sarbanes-Oxley Act of 2002, 15 U.S.C. § 7215(b)(5)(A) (Section 105(b)(5)(A)). 
848 Sarbanes-Oxley Act of 2002, 15 U.S.C. § 7215(b)(5)(A) (Section 105(b)(5)(A)); 15 U.S.C. § 7215(c)(3). 
849 U.S. Gov’t Accountability Off., GA0-08-163, Audits of Public Companies: Continued Concentration 

in Audit Market for Large Public Companies Does Not Call for Immediate Action 43 (Jan. 2008), 
www.gao.gov/assets/gao-08-163.pdf. 

850 17 C.F.R. § 240.21F–5 (2011).  
851 U.S. Sec. Exch. Comm’n, SEC Whistleblower Office Announces Results for FY 2022: Agency’s 

Program Tops $1.3 Billion in Awards since Inception; Rapid Growth in Tips and Awards Continues (2022), 
https://www.sec.gov/files/2022_ow_ar.pdf; U.S. Sec. Exch. Comm’n, Off. of the Whistleblower, Annual Report 
to Congress for Fiscal Year 2024 (2024), https://www.sec.gov/files/fy24-annual-whistleblower-report.pdf. 

852 See U.S. Commodity Futures Trading Comm’n, The Whistleblower Program, 
https://www.whistleblower.gov/ (last visited Sept. 12, 2025); U.S. Sec. Exch. Comm’n, SEC Whistleblower 
Office Announces Results for FY 2022: Agency’s Program Tops $1.3 Billion in Awards since Inception; Rapid 
Growth in Tips and Awards Continues, (2022), https://www.sec.gov/files/2022_ow_ar.pdf; U.S. Sec. Exch. 
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auditors’ familiarity with both their clients and their client’s relationship with the auditor. 
Congress should create an office of the whistleblower at the PCAOB to gather auditing 
information that pays rewards for certain actionable information. The whistleblower 
programs at the SEC and CFTC have been successful primarily because they generate 
“specific, timely and credible information” in a complex and technical field, which can be 
difficult to obtain otherwise.853 Expanding whistleblower incentives to generate actionable 
enforcement information would provide more accountability to the auditing industry, 
increase corporate transparency, and provide greater investor protection. 
  

 
Comm’n, Off. of the Whistleblower, Annual Report to Congress for Fiscal Year 2024 (Nov. 2024), 
https://www.sec.gov/files/fy24-annual-whistleblower-report.pdf. 

853 See U.S. Sec. Exch. Comm’n, Whistleblower Program, https://www.sec.gov/enforcement-
litigation/whistleblower-program (last visited Sept. 12, 2025). 
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Message 

From: KPMG 

Sent: 2/24/2023 10:25:34 PM 
To: 

CC: 
I 

Subject: RE: 2022 Audit Reports 

Haha - sure thing! 

I loved every minute with you. 

Ill 

From: Dan Beck < @svb.com> 
Sent: Friday, February 24, 2023 1:59 PM 
To: KPMG.c 
Cc: Pohlman, Jack KPMG.com>; ---

svb.com>;�I 
kpmg.com> 

Subject: {EXTERNAL] RE: 2022 Audit Reports 

Great news and thanks for the amazing year! Thanks to you and all of your teams! 

lilialllllliil- Can you I get an autographed copy from you, considering this is your last opinion? We will miss you! 

Best 

Dan 

KPMGFrom: ---�KPfv1G.com> 
Sent: Friday, February 24, 2023 1:31 PM 
To:DanBeck�>;->; <I
Cc: Pohlman,Jack��<�> 
Subject: 2022 Audit Reports 

Good Day Dan,--we are pleased to advise that we have completed our integrated audit of SVB 
Financial Group for 2022. Please find attached for your reference copies of the Combined Integrated Audit Report, the 
Consent Letter, and the Combined Integrated FDICIA Opinion. Please let me know if you have any questions. Thank you 
again so much for your partnership in another successful year's audit. Have a great rest of your day. 

Best regards, 
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KPMG LLP
Suite 1400
55 Second Street
San Francisco, CA 94105

KPMG LLP, a Delaware limited liability partnership and a member firm of  
the KPMG global organization of independent member firms affiliated with  
KPMG International Limited, a private English company limited by guarantee. 

March 9, 2023

SVB Financial Group
Board of Directors 
3003 Tasman Drive
Santa Clara, California 95054

Goldman Sachs &Co. LLC 
200 West Street
New York, New York, 10282

(as representative of the several underwriters)

Ladies and Gentlemen:

We have audited the consolidated balance sheets of SVB Financial Group and subsidiaries (collectively, the 
“Company”) as of December 31, 2022 and 2021 and the related consolidated statements of income, 
comprehensive income, stockholders’ equity, and cash flows for each of the years in the three-year period 
ended December 31, 2022, and the related notes (collectively- the “consolidated financial statements”), and the 
effectiveness of internal control over financial reporting as of December 31, 2022. The consolidated financial 
statements and management’s assessment of the effectiveness of internal control over financial reporting are 
all included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2022 and 
incorporated by reference in the registration statement (No. 333-270229) on Form S-3 filed by the Company 
under the U.S. Securities Act of 1933, as amended (the “Act”); our report with respect thereto is also 
incorporated by reference in that registration statement. The registration statement on Form S-3, including the 
prospectus, dated March 2, 2023, as supplemented by the preliminary prospectus supplement, dated March 9,
2023, relating to the offering of the Company’s shares of common stock are herein referred to as the 
“Registration Statement”.

In connection with the Registration Statement:

1. We are an independent registered public accounting firm with respect to the Company within the meaning
of the Act and the applicable rules and regulations thereunder adopted by the Securities and Exchange
Commission (“SEC”) and the Public Company Accounting Oversight Board (United States) (“PCAOB”).

2. In our opinion, the consolidated financial statements audited by us and incorporated by reference in the
Registration Statement comply as to form in all material respects with the applicable accounting
requirements of the Act, the Securities Exchange Act of 1934 and the related rules and regulations adopted
by the SEC.

3. We have not audited any financial statements of the Company or the effectiveness of internal control over
financial reporting as of any date or for any period subsequent to December 31, 2022; although we have
conducted an audit for the year ended December 31, 2022 as described in the introductory paragraph to
this letter, the purpose (and therefore the scope) of the audit was to enable us to express our opinion on
the consolidated financial statements as of December 31, 2022, and for the year then ended, and the
effectiveness of internal control over financial reporting as of December 31, 2022, but not on the
consolidated financial information or the internal control over financial reporting for any interim period within
that year. Therefore, we are unable to and do not express any opinion on the financial position, results of
operations, or cash flows or the effectiveness of internal control over financial reporting as of any date or
for any period subsequent to December 31, 2022.
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4. For purposes of this letter, we have read the 2023 minutes of meetings of the stockholders, the Board of
Directors, the Audit Committee, the Credit Committee, the Compensation and Human Capital Committee,
the Finance Committee, the Risk Committee and the Governance and Corporate Responsibility Committee
of the Company as set forth in the minute books at March 7, 2023, officials of the Company having advised
us that the minutes of all such meetings through that date were set forth therein and having discussed with
us the unapproved minutes of the meeting of the Finance Committee held on January 18, 2023, the
Technology Committee held on January 17, 2023, the Compensation and Human Capital Committee held
on February 13, 2023, the Governance and Corporate Responsibility Committee held on February 14,
2023, the Risk and the Audit Committees held on February 21, 2023, the meetings of the Board of
Directors held on February 22, 2023, March 3, 2023 and March 7, 2023, the meeting of the Risk Committee
held on March 7, as well as the meetings of the Special Committee of the Board held on March 4, 2023,
March 5, 2023, March 6, 2023 and March 7, 2023; we have carried out other procedures to March 7, 2023,
as follows (our work did not extend to the period from March 8, 2023 to March 9, 2023, inclusive):

a. With respect to the period from January 1, 2023 to February 28, 2023, we have:

(i) Read the unaudited consolidated financial information of the Company for the period ending
February 28 of both 2023 and 2022 furnished to us by the Company, officials of the Company
having advised us that no such financial information as of any date or for any period subsequent to
February 28, 2023 was available. The consolidated financial information for February of both 2023
and 2022 are incomplete in that they omit the statement of cash flows and other disclosures.

(ii) Inquired of certain officials of the Company who have responsibility for financial and accounting
matters whether the unaudited consolidated financial information referred to in paragraph 4a(i) are
stated on a basis substantially consistent with that of the audited consolidated financial statements
incorporated by reference in the Registration Statement. Those officials stated that the unaudited
consolidated financial information referred to in paragraph 4a(i) are stated on a basis substantially
consistent with that of the audited consolidated financial statements incorporated by reference in
the Registration Statement.

The foregoing procedures do not constitute an audit conducted in accordance with the standards of the 
PCAOB. Also, they would not necessarily reveal matters of significance with respect to the comments in the 
following paragraph. Accordingly, we make no representations regarding the sufficiency of the foregoing 
procedures for your purposes.

5. Nothing came to our attention as a result of the foregoing procedures, however, that caused us to believe
that:

a. (i) At February 28, 2023, there was any change in the capital stock, increase in long-term debt, or
decrease in total assets or stockholders’ equity of the Company as compared with amounts shown in
the December 31, 2022 consolidated balance sheet incorporated by reference in the Registration
Statement, except in all instances for changes, increases, or decreases that the Registration Statement
discloses have occurred or may occur and except for:

1) a decrease in total assets to $208.4 billion as of February 28, 2023 compared to $211.8 billion as
of December 31, 2022, and

2) an increase in long term- term debt to $10.4 billion as of February 28, 2023 compared to
$5.4 billion as of December 31, 2022, and
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3) an increase in the capital stock to $59.3 thousand as of February 28, 2023 compared to
$59.2 thousand as of December 31, 2022.

b. For the period from January 1, 2023 to February 28, 2023, there were any decreases, as compared
with the corresponding period in the preceding year, in consolidated net interest income or in the total
or per-share amounts of net income available to common stockholders of the Company, except in all
instances for changes, increases, or decreases that the Registration Statement discloses have
occurred or may occur and except for:

1) a decrease in consolidated net interest income to $621 million for the two months ended
February 28, 2023, compared to $649 million for the two months ended February 28, 2022, and

2) a decrease in net income available to common stockholders to $186 million for the two months
ended February 28, 2023, compared to $213 million for the two months ended February 28, 2022,
and

3) a decrease in basic earnings per common share to $3.15 for the two months ended February 28,
2023, compared to $3.61 for the two months ended February 28, 2022.

6. As mentioned in paragraph 4a(i), Company officials have advised us that no consolidated financial
information as of any date or for any period subsequent to February 28, 2023 is available; accordingly, the
procedures carried out by us with respect to changes in financial information items after February 28, 2023
have, of necessity, been even more limited than those with respect to the periods referred to in paragraph
4a. We have inquired of certain officials of the Company who have responsibility for financial and
accounting matters whether:

a. At March 7, 2023, there was any change in capital stock, increase in long-term debt, or any decreases
in total assets or stockholders’ equity of the Company as compared with amounts shown in the
December 31, 2022 audited consolidated balance sheet incorporated by reference in the Registration
Statement, except in all instances for changes, increases, or decreases that the Registration Statement
discloses have occurred or may occur and except for:

1) an increase in long term- term debt to $15.4 billion as of March 7, 2023 compared to $5.4 billion as
of December 31, 2022, and

2) an increase in the capital stock to $59.3 thousand as of March 7, 2023 compared to
$59.2 thousand as of December 31, 2022.

b. For the period from January 1, 2023 to March 7, 2023, there were any decreases, as compared with
the corresponding period in the preceding year, in consolidated net interest income or in the total or
per-share amounts of net income available to common stockholders of the Company.

On the basis of these inquiries and our reading of the minutes as described in paragraph 4, nothing came 
to our attention that caused us to believe that there was any such change, increase, or decrease except in 
all instances for changes, increases, or decreases that the Registration Statement discloses have occurred 
or may occur and except for:

1) a decrease in consolidated net interest income to $806 million for the period ended March 7, 2023,
compared to $1.1 billion for the period ended March 7, 2022.
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7. For purposes of this letter, we have also read the items identified by you on the attached copy of selected
pages included or incorporated by reference in the Registration Statement, and have performed the
following procedures, which were applied as indicated with respect to the letters explained below. With
respect to the disclosure by the Company of any non-GAAP financial measures as defined in Regulation G,
we make no comment as to the Company’s determination of whether such measures or the resulting
disclosures comply with the requirements of Regulation G or Item 10(e) of Regulation S-K. With respect to
these items, we make no comment as to the Company’s determination of what constitutes the appropriate
presentations, disclosures, explanations, or causal relationships of such items.

A Compared the amount or percentage to or recalculated the amount or percentage from the
corresponding amount or percentage appearing in the audited consolidated financial statements of the 
Company incorporated by reference in the Registration Statement and found it to be in agreement.

B Compared the amount or percentage to or recalculated the amount or percentage from the 
corresponding amount or percentage appearing in the unaudited consolidated interim financial 
information of the Company incorporated by reference in the Registration Statement and found it to be 
in agreement.

C Compared the amount or percentage to or recalculated the amount or percentage from the 
corresponding amount or percentage appearing on a schedule or report prepared by the Company and 
found it to be in agreement. We traced the amount (or the amounts from which the percentage was 
calculated) shown on the schedule or report prepared by the Company to the accounting records and 
found it to be in agreement. Management of the Company has represented to us that the information in 
the schedule or report was derived from the regularly maintained accounting records of the Company 
and subject to the Company’s internal control over financial reporting. However, we make no comment 
as to the appropriateness or completeness of the Company’s determination of the Regulation S-K
requirements regarding executive compensation disclosures.

D Compared the amount in the “Capitalization” section of the Registration Statement to the corresponding 
amount appearing in the Company prepared schedules and found it to be in agreement. However, we 
make no comment and provide no assurance as to the amounts raised in the offering and the 
subsequent use of proceeds or as to the reasonableness of the assumptions relating to any future 
events.

For purposes of reporting our findings, in those instances in which one or more of the compared amounts
or percentages stated were rounded to some degree and the amounts or percentages were in agreement, 
except that they were not rounded to the same degree, we have nevertheless stated that we found the 
compared amounts or percentages to be in agreement.

It should be understood that our procedures with respect to the information contained in Management’s 
Discussion and Analysis of Financial Condition and Results of Operations (MD&A) incorporated by 
reference in the Registration Statement, were limited to applying the procedures stated above and 
therefore we make no representations regarding the accuracy of the discussion contained therein, whether 
any facts have been omitted, or regarding the adequacy of the disclosures in MD&A, other than with 
respect to the results of the procedures performed as described above.
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SVB Financial Group
Board of Directors
March 9, 2023
Page 5 of 5

8. Our audits of the consolidated financial statements for the periods referred to in the introductory paragraph
of this letter comprised audit tests and procedures deemed necessary for the purpose of expressing an
opinion on such financial statements taken as a whole. For none of the periods referred to therein, or any
other period, did we perform audit tests for the purpose of expressing an opinion on individual balances of
accounts or summaries of selected transactions such as those enumerated above, and, accordingly, we
express no opinion thereon.

9. It should be understood that we make no representations regarding questions of legal interpretation or
regarding the sufficiency for your purposes of the procedures enumerated in the preceding paragraphs;
also, such procedures would not necessarily reveal any material misstatement of the amounts or
percentages listed above. Further, we have addressed ourselves solely to the foregoing data as set forth or
incorporated by reference in the Registration Statement and make no representations regarding the
adequacy of disclosure or regarding whether any material facts have been omitted.

10. This letter is solely for the information of the addressees and to assist the underwriters in conducting and
documenting their investigation of the affairs of the Company in connection with the offering of the
securities covered by the Registration Statement, and it is not to be used, circulated, quoted, or otherwise
referred to within or without the underwriting group for any other purpose, including but not limited to the
registration, purchase, or sale of securities, nor is it to be filed with or referred to in whole or in part in the
Registration Statement or any other document, except that reference may be made to it in the underwriting
agreement or in any list of closing documents pertaining to the offering of the securities covered by the
Registration Statement. This letter is intended to be used by the underwriters solely in their capacity as
underwriters. This letter does not provide any additional assurance or relief to the underwriters to the extent
they are an ultimate purchaser of shares.

Very truly yours,
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Internal KPMG Emails Between Jack Pohlman and 
Laura Newinski
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Email re: Silicon Valley Bank Profit Squeeze in Tech 
Downturn Attacks

KPMG-SVB-PSI-0000062683
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KPMG SVB Financial Group, Comfort Letter 
KPMG-SVB-PSI-WP-0000022480
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KPMG Letter 
KPMG-SVB-PSI-WP-0000022509
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Actual or Suspected Non-Compliance with 
Laws and Regulations, including lllegal 

Acts, Not Deemed to be Clearly 
Inconsequential 

Page [ PAGE] of[NUAfPAGES j 

o Perfonned an email search for the in-scope period of all email correspondence ( e.g.,
to/from/cc/bee) between U,= �nd all individuals mentioned inm:Jl.etter, 
which included the Chairman of the Board of Directors, Chief Lending Officer,
Chief Financial Officer, Chief Risk Officer and Head of Investor Relations. The 
email search also included all specific dates of corres ondence mentioned in ii;I 

etter which timaril consisted of and 
Note that the Bank uses 

service provider to retain and monitor email accounts. As pa1t of
service, all email correspondence between one individual with another individual is
maintained as one unique id resulting in one "hit" in an email search which allowed 

lllto identil•fi
�L review full email strin s between nd all individuals 

referenced in • llegation letter. note� 
the review included, but were not limited to FDIC, LTV, .........i

in a� all correspondence 
regarding the specific topics listed above. ---noted the 
communications review was conducted over email only ( electronic messaging such 
as Slack applications are not widely adopted at the bank) due to the collective results 
of the investigative procedures performed as discussed throughout this 
memorandum. KPMG Forensic determined this approach appeared reasonable given 
the nature of the collective investigative procedures performed and corresponding 
results. 

o A preservation notice was implemented b nw=rr-Dr all individuals referenced in
the allegation letter regarding such co1Tespondence.

o Perfonned both electronic and hardcopy documentation review which encompassed
re,�Jg,Ying data from the Whistleblowing Platform for the period 
o�

lf

l
1

yment to detemrine whether ad previously
raised the concerns : was alleging irfiilletter and whether an�
anon ousl , matched an of the concerns alleged inlliltetter�• performance reviews and HR records, 
allowance methodology documents, allowance qua11erly update memos, economic
forecast committee materials and meeting minutes. 

o Conducted interviews of 5 individuals. Note, these individuals were also subject to
email searches perfom1ed by external counsel. The individuals interviewed as pa1t 
of the inve�1igation were as follows: 

• §f!i■F.iiiil2i:ffli1� CRE Front Office
• 

• 

• Steve Wyremski - Chief Financial Officer ("CFO")
• Keisha Hutchinson - Chief Risk Officer ("CRO")

o llli�dicated that they �ad 2-3 conv�ation
. 
s with th� law firm r 

.. 
�presenting lliJ

wrw-W,vhere IIIProv1dedllllllliallllllawyers with smmuanes of the re= of 
the investigative procedures�ed not to interviewllllllillllllas pali of 
the investigation given the potential for employment related litigation; no lawsuit has 
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Memorandum Assessing Transaction Processing Risk of 
Signature Bank 

KPMG-SBNY-PSI-WP-0000038128 
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Client Period-end

Prepared by Date W/P reference
  

Purpose

This memorandum documents the engagement team’s consideration of risks within Signature Bank’s
(Signature or the Bank) deposit transaction processing workflows considering the initiation point for deposit
transactions as well as documents our understanding of the flow of those transactions as we considered 
RMM 1.1 and 1.2 from the ASC 405 that liabilities are not accurately or completely recorded. The 
engagement team responded to these risks in the Deposits RAAR at 2.11.DP-.1.0030. Deposit transactions
primarily may be received/entered at a Financial Center, via ATM, ACH/wire, on-line (via Signet) or 
through a mobile application.  This risk assessment supplements the engagement team’s process 
understanding of the flow of transactions in the cash and deposits flowcharts at 2.11.C-.1.0010 and DP-
.1.0010, respectively.

Deposit Transaction Types:

For the evaluation of deposit transactions, the following types were assessed. 
Financial Center transactions (cash or check deposits)
ATM
ACH
Wire transfers
Transfer of funds between accounts (Signet)
Mobile Banking transactions
Loan payments

Deposit Processing Application Overview:

This memo describes and assesses (1) the initiation point for a deposit transaction (i.e., teller processing, 
Internet banking, Mobile banking, ACH, and Wire Transfers), (2) evaluates the corresponding 
application(s) used to capture the applicable transactions, (3) documents the engagement team’s assessment 
of each of these applications, and (4) describes the deposit GL/suspense account processing.

The Bank outsources their deposit applications to third party service provider FIS. The primary core deposit
applications are FIS IMPACs and FIS Savings/Time. (Note the Bank also utilizes FIS Mobile Banking,
but as mobile deposits can only be made through checks, the engagement team did not identify a risk of 
material misstatement related to the mobile banking deposit channel.) The Bank also utilizes additional 
third party applications to support wire transactions, ACH transactions, and online account transfers.  These 
include Finastra, Fiserv and Tassat, respectively.  KPMG inspected each of the applicable SOC1s related 
to these applications to understand the source and flow of the transactions from the initiation point to 
processing. 

KPMG
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SOC1s

KPMG inspected the following SOC1s as part of the deposit processing understanding, deposit transaction 
risk assessment, and to assess which IT applications are in-scope for this audit.  Each report covers the 
period January 1, 2019 to September 30, 2019. Additionally, a bridge letter was obtained by the engagement 
team for the period of October 1, 2019 and December 31, 2019. The service auditors, Grant Thornton (FIS),
EY (Finastra) and Deloitte (Fiserv) issued unqualified opinions for each of the reports. For the in-scope 
applications, the applicable Complimentary End User Control Considerations were evaluated as well as any 
exceptions noted within the reports.

In-Scope SOC1 Transaction Related Applications:
FIS Technology Center – (refer to 2.9.8.3 for SOC 1 evaluation)
Finastra PAYplus USA System (refer to 2.9.8.13 for SOC1 evaluation)
Fiserv Treasury Operations Solutions (refer to 2.9.8.8 for SOC1 evaluation)

Note that Tassat does not provide a SOC1 report, therefore management provided an assessment as to the 
governance process over Tassat and the relevant CEUCs at the Bank to address the risks of relying on the 
service organization.  Refer to 3.2.DP-3.0020.

Financial Center/Teller Deposit Processing

A customer may initiate a deposit transaction in person at any Signature Financial Center. These 
transactions are initiated with a teller at the Financial Center.

Branch/Teller Deposit Transactions: Cash deposit, cash withdrawal, check deposit, transfer of funds 
between deposit accounts, and loan payments.

Understanding of the Teller Application: The engagement team inquired of 
 to understand the process in which deposit transactions are initiated and processed by the teller 

using FIS TouchPoint.

Customers would complete a deposit or withdrawal at a teller window.  TouchPoint provides tellers with 
the ability to set up new accounts, set account parameters, perform deposit account maintenance and 
account servicing. Tellers input deposit transactions into the TouchPoint system.  On a nightly basis, 
transaction data is transferred from TouchPoint to FIS IMPACs or Savings/Time through a direct interface.

Engagement Team’s Assessment of Teller Deposit Application: The engagement team notes that 
TouchPoint is included as an in-scope application and is included in the population for GITC testing (refer 
to 2.13.1). The engagement team believes the identified key SOX controls (below) address the RMMs 
related to liabilities not being complete and accurate. 

Conclusion: The engagement team concluded that TouchPoint has been identified as an in-scope 
application. The TouchPoint to IMPACs and Savings/Time interface controls were tested at 2.11.DP-10
and 2.11.DP-10.1.

Internet Banking Deposit Processing

Internet Banking Deposit Transactions: Due to Signature’s unique business model which focuses on 
developing personal relationships with business and high net worth individuals to provide a full range of 
financial services, customers cannot create accounts online and internet banking is limited to account 
maintenance and transferring funds between accounts. Additionally, Signature has introduced its 

Signature Bank
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proprietary real-time customer transaction solution, Signet, as of January 1, 2019.  While typical account 
transfers take time to clear before being released, reducing the risk associated with the transfer, Signet 
allows business customers to create an online account in which they can transfer deposits into Signets within 
their Signet wallet, and transact real-time with existing Signature business customers.

Understanding of the Internet Banking Application: As noted above, the Signet Platform is supported by 
Tassat, and while Tassat does not issue a SOC1 report, management performed an assessment over the 
governance process and CEUCs related with Tassat.

Engagement Team’s Assessment of Internet Banking Applications: An existing customer must go through 
the same account opening process to be authenticated to open a Signet account. Once authenticated, the 
customer can access their Signet wallet.  Signature business customers must have open deposit accounts on 
the FIS IMPACs application that is linked to Signet through an internal Omnibus account.  The account is 
utilized to convert money from the customer’s existing deposit account from USD to Signet, when the 
customer adds funds to their Signet wallet.  A Signet transaction cannot be entered without an open deposit 
account and with enough funds to complete the transaction within the Signet wallet (i.e. there cannot be 
any Signet overdrafts – the transaction would be cancelled). The engagement team performed a 
walkthrough of a new account opening, from initiation to recording, including Signet, as part of the Deposit 
Process Understanding per PPL 19-004 at w/p reference 2.11.DP-.1.0000.

Based on this information and our risk assessments, the engagement team has determined that the Signet 
application is not considered in-scope for the audit.  Signet is not considered relevant based on the fact that 
any transaction request initiated by a customer does not become an accounting transaction until it reaches 
FIS IMPACs (to process on the deposit account).  KPMG further notes that if a transaction did not process 
from Signet to IMPACs, the transaction would be booked to the omnibus account on the general ledger. 
These transactions would then follow the same deposit clearing and reconciliation process through IMPACs
as teller transactions.  The deposit suspense reconciliation control was tested at 2.11.C-04 and 2.11.C-09.

Mobile Banking Deposit Processing

As part of the mobile application available to Signature customer, the FIS Mobile Banking is an integrated 
application which allows their customers to access their bank accounts including account balance inquiry, 
transaction inquiries, and remote deposits.  

Mobile Banking Deposit Transaction Types: Check deposit, deposit transfer between WSFS accounts, loan 
payments, and bill payments.

Understanding of the Mobile Banking Application: KPMG did not deem this application to be in scope as 
mobile deposits are made through check only.  However, the engagement team inspected the FIS Mobile 
Banking SOC1 and noted the following.  

“The Mobile Banking application allows users access to their bank accounts at their financial 
institution and provides the following functions: Account Balances, Transaction Inquiries, Make 
and Viewing Bill Payments, Remote Deposit, Person to Person Payments, Search for Branch/ATM 
locations, Cardless Cash Withdraws from ATM, PayPal Account Linking, eGifts, and Card 
Controls.”(WP Ref:  FIS Mobile SOC, p. 16)
“The Mobile Banking application allows customers to connect to several different FIS online 
banking and core applications. While connecting to these core systems, the Mobile Banking Hub 
serves as a pass through to these systems. Services, such as balance inquiries, are services that 
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already exist on these core systems and the Mobile Banking application offers a new platform 
(mobile phone) to present them.” (WP:  FIS Mobile SOC1 page 16)  
“Customer authenticates to the mobile banking application using a valid user name, passwords, 
passcodes, and authentication questions.” (WP Ref:  FIS Mobile SOC1, Controls 1.1 to 1.5, p. 27).
Additionally, WSFS required manual acceptance of remote deposits totaling over $1,500. 

Engagement Team’s Assessment on Mobile Banking Application: Through inspection of the SOC1 and 
discussions with Signature, the engagement team determined that the mobile application is a pass through 
and that transaction processing is completed on the FIS IMPACs and Savings/Time applications.
Considering this, the engagement team has determined that the mobile banking application is not considered 
in-scope for the audit.  Mobile banking is not considered relevant based on the fact that any transaction 
request initiated by a customer does not become an accounting transaction until it reaches FIS IMPACs or 
Savings/Time (to process on the deposit account). KPMG further notes that testing over the processing of 
transactions from mobile banking to the applications is included within the Technology Center SOC1, 
Control Objective 4.  Therefore, the processing on the in-scope applications (i.e. a transaction is received, 
the Control-M job processes, the deposit is posted to the customer’s account) is tested within the FIS 
Technology Center SOC1.

ACH Deposit Processing

ACH Deposit Transaction Types: KPMG noted that there are two types of ACH transactions that are 
processed by Signature, in-bound and out-bound ACH. The primary difference between these two types is 
that an out-bound transaction has funds leave a customer’s account (versus receiving funds) and an out-
bound ACH may be held for processing to a later date.  For example, the customer may enter the transaction 
on the 1st of the month and request that the payment be processed on the 15th. ACH files are the standard 
files received from or sent to the Federal Reserve on a daily basis. All ACH transactions are automatically 
processed if there are no exceptions. For ACH transactions that contain exceptions (i.e. wrong account 
number) the ACH will not be posted and will be investigated by management during the cash suspense 
account reconciliation process. (2.11.C-04 and 2.11.C-09)

Understanding of the ACH Banking Application: KPMG notes that Signature utilizes Fiserv for ACH 
services.  KPMG inspected the Fiserv Treasury Operations Solutions SOC1 to gain a further understanding 
of the ACH process.  The Fiserv services are primarily related to formatting the applicable in-bound or out-
bound files in order to facilitate processing on IMPACs or Savings/Time subledger. IT transmits posting 
files to IMPACS or Savings/Time and management reconciles any outstanding transactions in suspense.
For out-bound transactions, FIS processes/formats the file for delivery to the Federal Reserve for 
processing.

Engagement Team’s Assessment of ACH Processing: The engagement team considers ACH a relevant 
deposit channel and, as such, has scoped Fiserv in as a relevant front end system.

Wire Transfer Deposit Processing

The ET obtained an understanding of the process over wire transfers as part of the cash process area 
walkthrough. See PPL 19-004 at 2.11.C-.1.0030 for the walkthrough documentation over incoming and 
outgoing wires and see 2.11.C-.1.0010 for the Cash flowchart depicting the incoming and outgoing wire 
process. Signature uses Finastra PAYplus USA System (formerly GFX) as their wire transfer system. The 
engagement team identified this to be in-scope for the audit and tested relevant GITCs as well as the relevant 
CUECs specified in the Finastra SOC1 report (2.9.8.13). Additionally, the engagement team identified an
application control associated with Finastra PayPlus at 2.11.C-03.
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Files are imported from Finastra to IMPACs or Savings/Time by IT. The system processing of these 
imports is tested within Control Objective 4 in the FIS Technology Centers GCC SOC1 Report (WP Ref: 
FIS Technology Center SOC1, p 60).  Control Objective 4 includes system process at the technology centers 
is executed in a complete, accurate, and timely manner and that deviations, problems, and errors are 
identified, tracked and resolved.  The controls within this objective include successful completion of key 
tasks and scheduled jobs.  

Conclusion

The engagement team’s consideration of risks within Signature’s deposit transaction application process
have been appropriately considered and the likely sources of potential misstatements that would cause the 
financial statements to be materially misstated have been identified. Based on the above analysis and our 
understanding of the analysis, the PRPs addressing RMM 1.1 and 1.2 from ASC 405 exists within the core 
deposit systems where the transaction is processed; no PRP exists in the out-of-scope applications noted 
above as they are considered pass-through applications. The PRPs identified in the core banking system 
related to RMM 1.1 and RMM 1.2 of ASC 405 were responded to in the Deposit RAAR at 2.11.DP-.1.0030.
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per form ap 

KPMG.com) 
pitch it to the team in the form of "needing to leverage 

our efficiencies" 

Auditor 1 
very interesting times 

Auditor 1 ',) 
i just opened a kit kat 

Auditor 1 } 
and there is no wafer in it 

Auditor 1 ,, 
just chocolate 

Auditor 1 ,1 

solid chocolate 

-KPMG.com)

KPMG.com) 

KPMG.com) 

KPMG.com) 

KPMG.com) 

KPMG.com) 

KPMG.com) 

3/10/2023, 6:20 PM 

3/10/2023. 6:21 PM 

3/10/2023, 8:06 PM 

3/10/2023, 8:06 PM 

3/10/2023, 8:06 PM 

3/10/2023, 8:06 PM 

3/10/2023, 8:07 PM 

3/10/2023, 8:07 PM 

!(Steve Brule Confusion GIF \(GIF 
lmage\)](https://media0.giphy.com/media/guSDEekNFb23C/giphy.gif?cid=de9bf95e0s0llmge8sx7rouy8tljvizgyufzct8i3fv 
x1g6v&rid=giphy.gif&ct=g) 

Auditor 2 ., 
how is that possible 

KPMG.com) 

Auditor 1 ., 

BOTH HALVES 

Auditor 2 ., KPMG.com} 

3/10/2023, 8:07 PM 

KPMG.com) 3/10/2023, 8:07 PM 

3/10/2023, 8:08 PM 

KPMG CONFIDENTIAL TREATMENT 

REQUESTED 
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Email Between Signature Bank and KPMG 
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Message

From: 

Sent: 

To: 

CC: 

�signature NY.com]
2/7/2023 7:30:22 PM

si natureNY.com] 
kpmg.com]; -

• • • . , , I signatureNY.com]
Subject: (EXTERNAL] RE: SBA Follow Up Questions

We cer tainly have been more than happy to provide you documentation and answers to your questions but! feel that
we have provided you with everything we can at this point to give you an understanding of our business and process.

We are currently very busy generating new business and profit for Signature and feel this has become very difficult to
keep up this level of inquiry.

!' d be happy to get a call with you to dear up some of the continued confusion or understanding.

Best Regards,

1 .s1-.
r
1> -

1k, A .Rc-pn�semMive OfJJ.ce i.i •• -� , ., , • • • . , , •• �- ?1 .: •• • • , TX 77046

r
=

" 

'-. -���� 

,�� 

SIGNATURE BANK® 
tookfn� P()�ward, {;M,t1tg �,tk. 

SIGNA'fURE 

SECURITIES 

�ie;t:,H·ure St'cun�ie;- Cr<;>�1p Coi:poratio� ("SSG") :s a regi�r�'red brok::-r <!e_:tler, rtgi�te.r.e? in�esrmem_adv,�e_r, ai�l lict'Dsed L,1sua1nc�· «gency.SSC. M.cmbt:r Fl NRi\./ SI'PC l� it wholiy owtlt:d non-br,nk �ub�.td1r,ry ot :S,gnar.ure Ha11K. S1g,.1,1,ure '.x:cw:ir1e!, C,roup :, i.mc-11. tax 1:-<W,sor. We su)',,rgcst y011 con5ult yow: pcrwn:d rnx nd,;-.i�or before making tax•n:k.kd investment decision�. Th(: informanon prov1ded m r-bis e-m:,i.l
or any ilrtachmenrs ar� nor a,1 official tnln�ilCNon confani::i.tion o_r. acc<H.Hlt s_t1'.teme11r, For Y�;u.r p.wtection, d•�-not u'.dude t\CC:'3Ul;t. , . m1mbers, soc.mi secuDlV nurnhers, pa�,words, ,}f orh<"r non .. publn: mfonn,ltJon ln yonr e .. mat,. l..k.canse die m1·ormateon cont,uneo 111 rt11sme�::.:ap.>. may be pr:v,lq:;t·d, cc,ntidenc,ai, pr.oprie1.:1ry ()r or.herw,se pr'(,tect,xl from disclosure. plc:1..�e notit'v tht! &ender lmrm:.diatcly by ,eplving to rbh mcs�age and ddetlm: le fro::r.1 vour computei: it' you are not the ix1r.ende<l rei:ipie.nt, ,:,r l.1;1ve rc·ot:vcd this commu.nirn,10n inerror. ·ine t:-mail system of SSG i� fl(H confol::-ntid 1rn.:vming and Olit,;(Jillg com,m.uucatioM received by {Jr sent from this system ,ire snbj�'n to rt'vitw by supt'rvisory p1,rrnnnel. (:Ommunicatjons • will be r�rn,n,id ,tnd m,iy be pi:o<htc,:J M :l k.m:r cl�t� to rt:gufatnry r:,.;fr1oricie,or lither enr.iues with a kg,11 i:ight to the t1iformacion.
lm·estmcnt Products Are: # NOT F.VlC INSUR.HD• NOT IM.NJ<. Gl/4 llA.NT.b'E.D • MA 1'" LOSE VALUE

From: KPMG .i 

Sent:Tuesday,Februa 

To: 

Cc 

KPMG.com>

Signature Bank .i 

KPMG.com>; KPMG
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Keehlwetter, Michael ( 

two things 

Keehlwetter, Michael ( 

kpmg.com) 

@kpmg.com) 

in the footnote for the Loans HFS, I would add the words "balance sheet' 
before "classification" 

Keehlwetter, Michael @kpmg.com) 

in the note to - I would confirm that the loans were adjusted to LOCOM 
through the ACL as of 12/31 and therefore our adjusting entry is BS only 

Auditor 2 .. 

done 

kpmg.com) 

Keehlwetter, Michael kpmg.com) 

do you know if the RAS memo on Moody IS is uploaded? That has to go to •so 
would be good to get it in his queue 

Auditor 2 kpmg.com} 

yes, it is 

Auditor 2 .. _kpmg.com}

let me link you to it 

Keehlwetter, Michael ( 

I found it 

KeehJwetter, Michael ( 

should we allocate to -

kpmg.com) 

kpmg.com) 

KPMG CONFIDENTIAL TREATMENT 

REQUESTED 
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MEMORANDUM - PBC #492 

______________________________________________________________________________________________________ 

To: First Republic Bank Files 
From: Neal Holland 
Date: May 9, 2023 
Re: Q1 2023 Going Concern Considerations 
______________________________________________________________________________________________________ 

Purpose: 
To document First Republic Bank’s (the “Bank’s”) consideration of the Bank’s ability to continue as a going concern within one 
year after the date the Bank’s Q1 2023 consolidated financial statements on Form 10-Q are issued. 

Summary of Guidance: 
In accordance with Accounting Standards Codification (“ASC”) 205-40, Presentation of Financial Statements-Going Concern, 
the Bank’s management assesses whether there is substantial doubt of the Bank’s ability to continue as a going concern within 
one year after the date financial statements are issued.  If substantial doubt exists, disclosures are required of management’s 
plans and whether these plans alleviate substantial doubt or not.  

ASC 205-40 
Per ASC 205-40-50-4, management shall evaluate whether relevant conditions and events, considered in the aggregate, 
indicate that it is probable that an entity will be unable to meet its obligations as they become due within one year after the 
date that the financial statements are issued.  The evaluation initially shall not take into consideration the potential mitigating 
effect of management’s plans that have not been fully implemented as of the date that the financial statements are issued (for 
example, plans to raise capital, borrow money, restructure debt, or dispose of an asset that have been approved but that have 
not been fully implemented as of the date that the financial statements are issued).   

Further, per ASC 205-40-50-5, management shall consider quantitative and qualitative information about the following 
conditions and events, among other relevant conditions and events known and reasonably knowable at the date that the 
financial statements are issued: 

a) The entity’s current financial condition, including its liquidity sources at the date that the financial statements are 
issued (for example, available liquid funds and available access to credit); 

b) The entity’s conditional and unconditional obligations due or anticipated within one year after the date that the
financial statements are issued (regardless of whether those obligations are recognized in the entity’s financial 
statements); 

c) The funds necessary to maintain the entity’s operations considering its current financial condition, obligations, and
other expected cash flows within one year after the date that the financial statements are issued; 

d) The other conditions and events, when considered in conjunction with (a), (b), and (c) above that may adversely affect 
the entity’s ability to meet its obligations within one year after the date that the financial statements are issued. 
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Per ASC 205-40-55-2, the following are examples of adverse conditions and events that may raise substantial doubt about an 
entity’s ability to continue as a going concern: 

a) Negative financial trends, for example, recurring operating losses, working capital deficiencies, negative cash flows from
operating activities, and other adverse key financial ratios; 

b) Other indications of possible financial difficulties, for example, default on loans or similar agreements, arrearages in 
dividends, denial of usual trade credit from suppliers, a need to restructure debt to avoid default, noncompliance with 
statutory capital requirements, and a need to seek new sources or methods of financing or to dispose of substantial 
assets; 

c) Internal matters, for example, work stoppages or other labor difficulties, substantial dependence on the success of a 
particular project, uneconomic long-term commitments, and a need to significantly revise operations; 

d) External matters, for example, legal proceedings, legislation, or similar matters that might jeopardize the entity’s ability
to operate; loss of a key franchise, license, or patent; loss of a principal customer or supplier; and an uninsured or 
underinsured catastrophe such as a hurricane, tornado, earthquake, or flood. 

The following is a decision flowchart per ASC 205-40-55-1: 
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ASC 205-40 KPMG Interpretive Guidance 
Per KPMG Interpretive Guidance 205-40-50-1 regarding management’s assessment, “Required annual and interim going 
concern assessments that extend twelve months from the financial statement issuance date (or date the financial statements 
are available to be issued) result in the need for a rolling twelve month evaluation, updated at each reporting date. 
Consequently, entities need to maintain processes and controls to support the ongoing assessments. 

“Like other periodic assessments required in GAAP (e.g., impairment, valuation allowance), the nature, extent, and 
documentation of the going concern assessment will depend on an entity's facts and circumstances.  The implementation and 
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ongoing cost and effort generally would be lower for financially healthy entities, as the Board acknowledged that the level of 
analysis for management's evaluation may vary depending on an entity's facts and circumstances.  For example, a detailed 
analysis may not be necessary if an entity has a history of profitable operations, ready access to financial resources, and no 
significant near-term obligations in excess of its available liquid funds.  In other cases, a more detailed analysis of the entity's 
financial condition and expected ongoing liquidity (see paragraphs 205-40-50-5 and 55-2 for additional discussion of 
conditions and events) may be necessary along with an analysis of the expected effect of management's plans and the 
feasibility of those plans (see paragraphs 205-40-50-6 through 50-11).  Entities that can leverage already existing processes 
and controls in developing those forecasts are also likely to incur fewer costs associated with implementation and ongoing 
compliance.” 

Per KPMG Interpretive Guidance 205-40-55-2 regarding adverse conditions and events, “Examples of internal and external 
matters that may initially raise substantial doubt about an entity's ability to continue as a going concern include: 

• An entity does not have sufficient unpledged assets to meet margin requirements of its asset-backed lenders (may 
result in the need to sell assets under adverse market conditions or allow lenders to terminate lending agreements 
entirely). 

• An entity receives a credit rating downgrade and the entity's principal debt arrangement includes a material adverse 
change clause that provides the lender the option to declare an event of default if and when the lender believes that a 
material adverse change has occurred. 

• An entity is experiencing instances where a long-time significant vendor is refusing to deliver additional goods, or will 
deliver goods only on a cash on delivery basis. An entity has been able to meet its obligations as they came due during
the year, but has increased its reliance on support from investors and has begun deferring payments to trade creditors 
beyond stipulated payment terms.” 

Analysis: 
The Bank evaluated whether the Bank's liquidity sources and near-term obligations indicate that there is substantial doubt of 
the Bank’s ability to continue as a going concern within one year of the date the financial statements are issued.  The analysis 
was performed in accordance with ASC 205-40.   

The first step of the two-step going concern assessment was to determine if it is probable the Bank will be able to meet its 
obligations during the look-forward period of one-year from the date its financial statements are issued. “Probable” under ASC 
205-40 is used consistently with its use in ASC 450, Contingencies, which generally is interpreted to represent a 70-75%
likelihood of occurrence. Step 1 involved assessing what the Bank:

• Has – i.e. its current financial condition and access to liquidity; 
• Owes – i.e. its obligations coming due; and
• Needs – i.e. how much it needs to fund its operations.

The Bank’s assessment was based on conditions and events that were known and reasonably knowable at the assessment 
date of May 9, 2023. For this assessment, the Bank’s Financial Reporting team worked with the Bank’s CFO and Treasurer to 
determine the Bank’s expected sources and uses of cash during the look-forward period. The Bank included sources of 
liquidity that are fully committed as of the assessment date in its forecast of the look-forward period. Further, if the 
committed liquidity source has conditions attached such as collateral requirements, the Bank factored into its analysis 
whether the liquidity source would be available based on forecasted timing and balances of relevant collateral during the look-
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forward period. In addition, any of management's plans that were either fully implemented or in the normal course of 
business were included in the Step 1 analysis unless noted otherwise. 

The Bank's Step 1 analysis used a conservative forecast and did not include approximately $13 billion of net deposit growth 
that the Bank is forecasting over the look-forward period. Including this deposit inflow would have increased the Bank's 
liquidity sources for its Step 1 analysis and increased the Bank's excess of its liquidity sources over its liquidity uses during the 
look-forward period. 

The following summarizes the Bank's Step 1 analysis (amounts in[million-..:. _____________________ _ 

Ft.deral ��teve 8,1n.ic .. ft-cf OlkOUnt Window Rtntwil 
Fcdet•1 R�,�,ve 9•nli. • ,� OIKOUr.t Window C•p.tdtr Adjuumcrc .. ,,. ,,.,la .l,�10 3,6J.I l<J,1541 13,�l .11,"°-' , .... .... ,

l�f maturi.nt i,d p(ep,ymtnts °" loan, .. 820 •.376 l,,73 4,042 17.211 12.3!1 8.�LS 4,042 
c.unand CiSh eq��-vaterus f\t!tl anc useo u,u, 18,166 2,"'8 S,781 �100 

ftdtffl R.estf'W S.nk • F4!'d Olscour.t Window Op.idly ,,142 3,092 12,434 U,4l4 3,C92 3,m 
FHl8R�wal 6,911) 6,9!0 6,'1,0 ..... 6,910 

FHLBCap�ty i.eu 1.686 i.eu U86 J,686 

ll\ve1tmefttsmat-.1ri .. .. .. .. ,,. 2'2 188 .. 

TOUI Ste 1 sovces �2S2 s 11750 s 7.643 s J2,M2 S 13S.u7 S ll0.8n s ,1.12, s '60,S s ....,

,eder•t �,ienr-e ·•"" • � �c:O'W't WIMlow • < .,,... • ...... • . .,, .. s . ,.... • ....... 
$JOBCOftS.Oft1um J0,000 J0,00) J0.000 
fe<'efll1 �,efve ll,in\.. &Tffl' U,344 ...... u .... l-l,.&M U,&ow 

FMLB 6,91() 6,9!.0 6,910 6,91,0 6.,910 
outtbW from maan1ngcos (ududlng $»B cor.sot11um} l.171 .,, ,n 332 3,92') 1,7>7 .. , m (0) 

unfu-1dt<t ltnchnc c:onmumenu • Otpecttd to hl:nd ,,. .,.. ,,. ,,. , .... Ul8 1.�2 176 
loanP,peU!\e LOLS ,.. 1.806 ,,. 

JPM,.t:po .... ... 4'6 

Unt..,,ded commitments. uxaed1; and «her l�estments 68 68 68 1$8 272 20< 136 68 
Pufd\A:Soe 0:0-fl JitMS 14 ,. •• " " ., 28 14 

Toulu�s "'245 33.l.&8 1.629 lS,2.34 12,Ui66 S U0,4il 31,212 as.144 70.410 

JOt•l UW) 

E:ltc.ess fun 

The above Step 1 calculation shows sigRilleeRtl1 greater funding capacity than forecasted cash use during the look-forward 
period. Due to the excess liquidity capacity, the Bank believes it is not probable that the Bank will not be able to meet its 
obligations during the look-forward period. As a result, the Bank does not need to perform a Step 2 analysis under ASC 205-40. 

Certain other key assumptions made in the Bank's Step 1 analysis include: 

For the Bank's Step 1 liquidity sources that have conditions attached to them including collateral requirements, the 
Bank is forecasting that it will be in compliance with all conditions throughout the look-forward period including 
maintaining sufficient collateral throughout the look-forward period to maintain the liquidity capacity from each 
applicable source. 
The Bank does not expect to have any debt covenant violations during the look-forward period. 
The Bank has approximately $70 billion of combined outstanding borrowings from the Federal Reserve's Discount 
Lending Window and FHLB that have contractual maturities during the look-forward period. The Bank will continue to 
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lrolllthis borrowinl! amount forward beyond the look-forward period, and therefore these borrowinl!s do not have a cash -- Commented -= I presume Ibey have committed 
impact in our step 1 analysis. 

\ 
lines that allow them to roll? If this requires approval of the 
regulators or lenders then will need to understand why 1hey 

The Bank expects approximately $17 billion of cash inflows from loans maturing and prepayments on loans during the feel they can roll. 
look-forward period excluding amounts from loan originations during the look-forward period. This amount aligns with 

�::;;;;:;;;:j'iiiii�=��:;;;:;;;::7 I Commented Correct, as long as they have 
the amount in the Bank's CECL model except the CECL model includes amounts from originations during the look- pledgeable assets they are able to borrow from the Fed and 
forward period. HILB. 

The Bank assumed that the entire $30 billion of time deposits from the consortium of banks will be a cash outflow 
during the look-forward period as the Bank does not control whether the CDs will be renewed with the Bank. 
The Bank has approximately $15 billion of customer CDs that mature during the look-forward period. Historically, a 
significant portion of the Bank's CDs have been reinvested by customers into new CDs. As this is part of the Bank's 
normal course of business (as opposed to the $30 billion of time deposits from the consortium), the Bank has assumed 
an outflow of approximately $3.9 billion �romlthese CDs and the remainder are forecasted to be reinvested. The Bank's 

forecasted reinvestment rate of 7396 for this Step 1 calculation is approximately in line with its historical rate because 
most of these CDs are federally insured and therefore viewed as low risk. 
As of March 31, 2023, the Bank has approximately $49 billion of unfunded lending commitments. The Bank applied a 
weighted-average expected percentage of funding to this amount to determine that the Bank expects to fund 
approximately $7.6 billion, of which the Bank expects to fund $3.9 bllhon dunng the look-forward period. The weighted­
average percentage of funding was determined by apply 
lending product to the unfunded commitment for each 
The Bank expects to fund approximately $0.8 billion of 
Bank's pipeline. The Bank intends to originate loans at� 

ing the �ank' CECL model's percentage of funding for each 
lending product .. 
loans during the look-forward period that are currently in the 

,I slower pace during the look-forward period compared to 
historical trends. 
The Bank does not forecast net operating cash flows. Ho 
forecasted pre-tax loss during the look-forward period a 
insignificance of this amount in the context of the Bank 

wever, for this Step 1 analysis, the Bank used $0.4 billion of 
s a proxy for net operating cash flows. Due to the relative 
's step 1 analysis, we did not include this amount in our Step 1 

calculation. 
The Bank expects that it will not pay common stock or preferred stock dividends during the look-forward period, or at a 
maximum, the amount will be insignificant for the purposes of this Step 1 calculation and will not impact the Step 1 
conclusion. 

The Bank also considered the following circumstances as part of its Step 1 analysis, however, they did not change the 
conclusion of the Step 1 analysis: 

During Ql 2023, the Bank's liquidity position was stressed with approximately $72 billion decrease in customer deposits 
following the collapse of SVB and Signature Bank in March 2023. The Bank has met its liquidity needs through various 
funding sources, including short term borrowings with the Federal Reserve, FHLB and JP Morgan with its loans and 
investment portfolio pledged as collateral. 
Although the Bank is forecasting net deposit growth of approximately $13 billion during the look-forward period (which 
is excluded from the Step 1 calculation as noted above), the Bank may experience a net deposit outflow particularly for 
uninsured deposits. As of March 31, 2023, the Bank had $19.8 billion of uninsured deposits excluding the $30 billion 
from the consortium. The outflow of more than 53'l6 of these uninsured deposits would result in the Bank's obligations 
exceeding its funding capacity under the framework of the Step 1 calculation. However, the Bank's deposit base has 
stabilized since the outflow in March 2023 and management believes that the probability of a net outflow of more than 
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53% of its uninsured deposits during the look-forward period j relatively low, and due to this low probability, this 

hypothetical scenario would not raise "substantial doubt" about the Bank's ability to continue as a going concern. 

During March 2023, the three major credit rating agencies downgraded the Bank's credit rating. The Bank is expected to 

have sufficient borrowing capacity regardless of these credit downgrades. 

The Bank's share price significantly decreased during Ql 2023. However, the Bank does not contemplate any common 

stock offerings in the above Step 1 calculation. 

Conclusion: 

Based on the result of the analysis, which indicates the Bank expects approximately $10 billion of excess liquidity over this 

time horizon without layering on its expectation for deposit growth, the Bank has concluded that current conditions and 

events do not raise substantial doubt of the Bank's ability to continue as a going concern within one year after the date the 

Bank's Ql 2023 consolidated financial statements on Form 10-Q are issued. As such, no additional disdosures are necessary in 

the footnotes to the Bank's Ql 2023 consolidated financial statements. 

Appendices: 
Appendix A: Borrowing capacity at assessment date 

Appendix 8: Forecasted collateral during look-forward period 
Appendix C: Forecasted reinvestment rate for customer CDs 

Appendix D: Forecast of pre-tax loss for the look-forward period 

Appendix E: Recent deposit flow 

Appendix F: Forecasted funding of unused commitments 
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Appendix A: Borrowing capacity at assessment date 

[Placeholder] 
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Appendix B: Forecasted collateral during look-forward period 

The Bank uses a combination of investments and loans as collateral. The below table, which is sourced from the Bank’s CECL 
model, represents the Bank's forecast of its loan balance which can be used as collateral during the look-forward period. In 
addition, the Bank’s borrowing capacity at the FHLB is based on 25% of total assets. The carrying value of loans, which make 
up a large majority of the Bank’s assets, are expected to be relatively flat during the look-forward period and as a result, the 
Bank is not expecting a significant decrease in its total assets during the look-forward period. 

BAU Draft 6

Beginning Balance
Balances as 

of 3/31
($ in billions) Mar-23 Jun-23 Sep-23 Dec-23 Mar-24
Single Family 101.1  101.1  101.0  100.9  100.8  
Equity lines 2.9  2.9   3.0  3.1   3.1  
Multifamily 22.7   22.7   22.7   22.8   22.7   
Commercial 11.1   11.1   10.9   10.8   10.6   
Construction 3.7  3.7   3.6  3.5   3.5  
Capital Call 11.5   11.5   11.6   11.7   11.7   
Business Other 5.5  5.5   5.5  5.6   5.6  
Tax Exempt Loans 3.8  3.8   3.8  3.8   3.8  
Security Secured 4.4  4.4   4.4  4.4   4.3  
Other Secured- PLP 3.2  3.2   3.2  3.2   3.2  
Other secured 0.3  0.3   0.4  0.4   0.5  
Unsecured Loans 3.1  3.1   3.1  3.1   3.1  
Total Gross Loans 173.3  173.3  173.2  173.1  172.9  
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Appendix C: Forecasted reinvestment rate for customer �D __________ __.�-- Commented -: They will need to explain why 

3/31/2(124 $ 39,093,936 $ 7,818,787 
2/29/2(124 $ 571,240,996 $ 114,248,199 
1/31/2<Jl.4 $ 1,049,395,002 $ 209,879,000 

12/31/2023 $ 1,136,094,492 $ 227,218,898 
11/30/2<Jl.3 $ 779,034,839 $ 155,806,968 

10/31/2023 $ 750,872,585 $ 187,718,146 
9/30/2023 $ 1,620,884,653 $ 405,221,163 
8/31/2<Jl.3 $ 656,510,593 $ 164,127,648 
7/31/2<Jl.3 $ 951,903,668 $ 285,571,101 
6/30/2<Jl.3 $ 1,904,215,663 $ 571,264,fOO 
5/31/2(123 $ 2,889,477,347 $ 866,843,204 
4/30/2<Jl.3 $ 2,445,585,156 $ 733,675,547 
3/31/2<Jl.3 $ 1,192,423,984 $ 662,309,319 $ 

2/28/2(123 $ 4,455,647,475 $ 954,580,902 $ 
1/31/2<Jl.3 $ S, 139,592, 786 $ 1,589,338,949 $ 

12/31/2<Jl.2 $ 994,305,638 $ 253,088,346 $ 
11/30/2022 $ 546,299,162 $ 109,116,696 $ 
10/31/2(122 $ 607,220,305 $ 76,584,558 $ 
9/30/2(122 $ 1,199,146,376 $ 141,932,fBO $ 

Total not renewed (see bold amounts above): $ 3,929,393,361 

.. �,

20% 
20% 
20% 
20% 
20% 
25% 
25% 
25% 
30% 
30% 
30% 
30% 

530,114,664 �Ai 44% 
3,501,066,573 21% 79% 
3,550,253,837 31% 69% 

741,217,292 25% 75% 
437, 182,466 20'Ai ro>-6 

530,635,747 13'Ai 87'Ai 
1,057,213,686 12"Ai 88% 

10 
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'\_ they feel the renewal rate will rise from 44% to 70% month 
'\. over month. 

Commented : Yes, we bad asked them 
yesterday to provide some more color on why they revert to 
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Appendix D: Forecast of pre-tax loss for the look-forward period 

The following forecast is from the Bank’s BAU Forecast Number 6. 
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Appendix E: Recent deposit flow 

[Placeholder] 
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Appendix F: Forecasted funding of unused commitments 

Expected Funding (CECL model):          $7,608 million 
Unused Commitments at March 31, 2023 (CECL model):     $49,188 million 
Percentage of funding (CECL model):          15.47% 
Expected Funding over the next year:         $3,904 million 

There are two major assumptions: 

1. Weighted Average Life is estimated only for portfolios with prepayment models. The following portfolios do not have 
modeled prepayment speeds, and as a result, the WAL is set to 1 year: Capital Call Lines of Credit, Standby Letters of 
Credit, Household Debt Refinance, Stock Secured, Individually Assessed. 

2. In CECL, the WAL for SFOOC includes both the construction phase and the perm phase. However, unused 
commitments can only be drawn during the construction phase. To account for the draw period only, the WAL for 
SFOOC was overridden with the WAL from the MF/CRE Construction portfolio (which only includes the construction 
phase). 
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Email from Lead Audit Partner 2, KPMG 
Partner re: FRB

KPMG-FRB-WP-0000032324

A-126



A-127



 

   
 

 A-128



Email from Audit Partner, KPMG to 
Partner, KPMG

KPMG-FRB-PSI-0000032303

A-129



A-130



APPENDIX IV

A-131



Email from Audit Partner, KPMG to Chief Operating Officer, KPMG
KPMG-SVB-PSI-0000064668
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Message 

From: KPMG 
Sent: 1/21/2023 1:20:02 AM 

To: Pohlman, Jack 

Subject: FW: [EXTERNAL] AC follow up 

Jack-I can move the meeting to 11:30am / 2:30pm ET-for 1 hour. Laura can join for 20 minutes (2:30pm-2:50pm ET} 
and drop off. Does that seem ok? 

From:� g>KPMG.com> 
Sent: Friday, 20 January, 2023 5:14 PM 
To: Pohlman, Jack �KPMG.com>; 
Cc: < @kpmg.com> 
Subject: RE: (EXTERNAL] AC follow up 

Hi Jack, 

KPMG <-@KPMG.com> 

Thank you for your email. On Monday, Laura could only be available between 2:15 -2:50 p.m. ET. She is not available 
the rest of the day due to Management Committee Meetings. She has more time available on Tuesday, but if the 
meeting needs to happen on Monday, please send out the planner with the above time. 

I see you sent a meeting request at 3:00 p.m. ET but Laura is already committed. 

Thank you in advance for your understanding 

KPMG 

Project Manager, Office of the Deputy Chair and COO 
KPMG !.LP 

From: Pohlman, Jack �@�Pf'v1G.com> 
Sent: Friday, January 20, 2023 7:59 PM 
To: <-@.KP.MG.com> 
Cc:lt:1i11Wlf 1ilKPMG.com>; 
Subject: RE: (EXTERNAL] AC follow up 

Hilllllandllil1-

KPMG 

I S. Linkedln 

<■■■l@p".;['..!kg;p�mJigh.C9;0m>

We are trying to schedule a meeting with me, Laura,lt◄iiil{Srid for Monday of next week. 

Would it be possible that Laura is available for 45 minutes to 1 hour between 2:30-4:30EST? 

Jack Pohlman 

Partner 
KPMG 

KPMG CONFIDENTIAL TREATMENT 
REQUESTED 
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KPMG From: <�J<PMG.com> 
Sent: Friday, January 20, 2023 10:43 AM 
To: Pohlman, Jack glKPMG.com> 
Cc: � f¥ KPMG.com>; Newinski, Laura M -11!!1!!1!!@@1kfp�m[}lg� .. 9co�m::0,, > 
Subject: RE: [EXTERNAL] AC follow up 

Greetings Jack 

I�ce (she is out of the office today), I have placed a hold on Laura's calendar to reach out to you on mobile phone 
-after she arrives and clears customs this afternoon.

kpm�.com/us I Turning insi.9hts_into.opportunir1LKPMG US_J. KPMD .. on_Twitter 

From: Newinski, Laura M �> 
Sent: Friday, January 20, 2023 12:29 PM 
To: Pohlman, Jack· @KPMG.com> 
Cc:� ;�KP�,11G.com> 
Subject: Re: [EXTERNAL] AC follow up 

Hi Jack - So disappointing - and I know you have been doing a wonderful job on SVB. I am in the air on my way back from 
the WEF in Davos. I can call you after I clear customs - probably around 5:30 CT /3:30PT. Mary has been a hard one to 
understand/manage. I think we should bringlailln right away to help us strategize (if he can with time out). 
I am surprised the rest of the Audit committee is going along. We should talk with each one of them individually as 
well. 
Talk soon. CHin up - we will win them over! 

Integrity. Excellence. Courage. Together. For Better. 

Laura Newinski 
KPMG Deputy Chair and COO 

lllllllllllllcell 

On Jan 20, 2023, at 6:18 PM, Pohlman, Jack�> wrote: 

Hi Laura, 

I hope you are well. I received the disappointing email below this morning, and was completely caught off guard. 

I wanted to see if you have a few minutes to connect today to discuss next steps. I can also share a few things with you 
relating to some discussions with the CFO and CAO (they were also surprised by this decision). Management has stated 
that they are fully supportive of KPMG and our team, and do not have a desire to make a change. 

KPMG CONFIDENTIAL TREATMENT 
REQUESTED 
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Email from Audit Partner, KPMG to Chief Executive Officer, Silicon 
Valley Bank

KPMG-SVB-PSI-0000027844
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Email from Chief Executive Officer, Silicon Valley Bank to Chief 
Operating Officer,

KPMG and Audit Partner, KPMGPMG
KPMG-SVB-PSI-0000028784
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KPMG Internal Email Communications
KPMG-SVB-PSI-0000062126
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Email from Chief Operating Officer, KPMG to Chief Executive 
Officer, Silicon Valley

Bank
KPMG-SVB-PSI-0000004794
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Message 

From: 
Sent: 
To: 
CC: 

Greg Becker �svb.com] 
2/23/2023 3:57:10 PM 
Newinski, Laura M 
KPMG 

Subject: {EXTERNAL] RE: Pro Cycling Partnership Opportunity 

Laura, 

Thanks for considering this. I'm ccin' rt:::t:ernon the email so she can connect witl,,. INiffti� at least get the 
conversation started. 

I'll let the two of them take it from here. 

Regards, 

Greg 

From: Newinski, Laura M �kpmg.com> 
Sent: Wednesday February 22, 2023 1:25 PM 
To: Gre Becker svb.com> 
Cc: --- kpmg.com>; Pohlman, Jack �kpmg.com> 
Subject: Pro Cycling Partnership Opportunity 

Hi Greg, 

I hope you are doing well. 

It was very nice speaking with you last week. Thank you for bringing the EF Education-TIBCO-SVB women's professional 
cycling team partnership opportunity to Jack's an�tention. I read the materials you provided us and looked through 
the team's website. I was especially inspired by-vision, the team's mission and the great strides that have been 
made over the years both in the development of this team and in the sport. 

While at the moment we are fully committed to our sports marketing�uld very much like to o 
to a conversation between our two teams. Included on this email is �who is our 

_. ,na,oois looking forward to connecting with�nd discussing this further. 

Greg, thank you again for bringing this unique opportunity to our attention. 

Regards,JJ--

lntegrity. Excellence. Courage. Together. For Better. 

Laura M Newinski 

Deputy Chair and COO 

KPMG LLP 

KPMG CONFIDENTIAL TREATMENT REQUESTED 
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KKPMG Examining Committee Notice of 
Independence Breach

KPMG-SBNY-PSI-0000030294
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