WSFS Announces Actions Related to the Tax Cuts and Jobs Act of 2017, and Other Year-End
Noteworthy Items
January 4, 2018
WSFS Foundation receives a $1.5 million generational grant from WSFS Bank
WILMINGTON, Del., Jan. 04, 2018 (GLOBE NEWSWIRE) -- WSFS Financial Corporation (NASDAQ:WSFS), the parent company of WSFS Bank,
today announced a series of actions resulting from the enactment of H.R. 1, also known as the Tax Cuts and Jobs Act, and other decisions that will
impact earnings for the fourth quarter of 2017. These actions include writing down a deferred tax asset, the planned surrender of bank-owned life
insurance (BOLI) policies, realizing a fraud loss charge, and a periodic grant to the WSFS Foundation.
“The enactment of recent tax reform legislation along with continued strong core performance, positions us to further invest in our business and the
communities we serve,” said Mark Turner, Chairman, President and CEO, WSFS Bank. “These decisions will also enable us to focus our attention in
2018 on key performance metrics and exceeding goals set in our Strategic Plan.”
The impacts to earnings described in this release are preliminary estimates and subject to additional procedures which could result in material
changes to the preliminary estimated impacts to earnings noted below. These additional procedures could result in material changes to our preliminary
estimates during the course of our preparation of condensed consolidated financial statements as of and for the quarter and full year ended December
31, 2017.
Deferred Tax Asset Write-Down
The enactment of H.R. 1 results in significant changes to the U.S. tax code, including a reduction in the top corporate income tax rate from 35% to
21%, effective January 1, 2018. As of September 30, 2017, WSFS had a net deferred tax asset (DTA) totaling $29.4 million. As a result of the
reduction in the corporate income tax rate, WSFS is required to revalue its net DTA at December 31, 2017. WSFS estimates the revaluation of its DTA
will result in an incremental income tax charge of approximately $12 – $13 million in the fourth quarter of 2017. The Company anticipates a negative
earnings per share (EPS) impact of approximately $0.37 – $0.40 resulting from this income tax charge. WSFS expects to recover this charge through
lower taxes by the end of the third quarter in 2018.
Surrender of Bank-Owned Life Insurance
WSFS periodically reviews its various tax-advantaged investments. In light of the current higher interest rate environment, the lower corporate tax rate,
and the tax-equivalized yield on its Bank-Owned Life Insurance (BOLI) investments, WSFS will surrender all BOLI policies in 2018, as the returns on
such policies are no longer accretive to the Company’s expected high-performance goals for return on assets (ROA). In addition, the decision to
surrender the policies was based on ongoing administrative complexity and a reduction in insured interest coverage, as a significant majority of those
insured are no longer current Associates. WSFS’ decision to surrender the policies will result in an incremental income tax charge of approximately $8
million in the fourth quarter of 2017. The Company anticipates an impact on EPS of approximately $0.25 resulting from this income tax charge. The
timing to surrender the BOLI policies in conjunction with the new tax rates represents a $3.6 million savings over the prior tax rate environment.
Fraud Loss
WSFS will record a pre-tax operating expense of approximately $2.8 million from a fraud loss in the fourth quarter of 2017, resulting from a scheme to
defraud the bank that was previously disclosed in a current report on Form 8-K on June 22, 2017. The previously viable business loans associated
with this relationship became delinquent when the individual decided to immediately wind-down and liquidate the assets of his business due to the
significant reductions in revenue that occurred once his indictment was made public. WSFS is pursuing all available remedies, including working with
insurance carriers to recoup the loss and believes it has a strong case for recovery in 2018. The Company anticipates an impact on EPS of
approximately $0.06 resulting from this pre-tax operating expense.
Grant to the WSFS Foundation
As a community-based organization, and consistent with WSFS’ mission, We Stand For Service, the Company contributed $1.5 million (pre-tax) to the
WSFS Foundation in the fourth quarter of 2017. This generational donation matches the only other grant made to the Foundation when it was formed
in 2003. The grant will help fund the next generation of improvements in the communities served by WSFS Bank. The WSFS Foundation primarily
focuses on educational programs for children in grades K-12 who live in underserved communities and who attend public schools. WSFS Bank
anticipates an impact on EPS of approximately $0.03 resulting from this pre-tax expense.
Recap
The actions outlined in this announcement are expected to reduce reported after-tax income by $22.8 – $23.8 million in the fourth quarter of 2017, or
$0.71 – $0.74 in EPS.
WSFS Financial Corporation expects to report fourth quarter and full-year 2017 results on January 22, 2018, followed by a conference call with
analysts and investors on January 23, 2018 at 1p.m. EST.
About WSFS Financial Corporation
WSFS Financial Corporation is a multi-billion dollar financial services company. Its primary subsidiary, WSFS Bank, is the oldest and largest locallymanaged bank and trust company headquartered in Delaware and the Delaware Valley. As of September 30, 2017, WSFS Financial Corporation had
$6.88 billion in assets on its balance sheet and $18.07 billion in assets under management and administration. WSFS operates from 77 offices located
in Delaware (46), Pennsylvania (29), Virginia (1) and Nevada (1) and provides comprehensive financial services including commercial banking, retail
banking, cash management and trust and wealth management. Other subsidiaries or divisions include Christiana Trust, WSFS Wealth Investments,

Cypress Capital Management, LLC, West Capital Management, Powdermill Financial Solutions, Cash Connect®, WSFS Mortgage and Arrow Land
Transfer. Serving the Delaware Valley since 1832, WSFS Bank is one of the ten oldest banks in the United States continuously operating under the
same name. For more information, please visit wsfsbank.com.
Forward-Looking Statement Disclaimer
This press release contains estimates, predictions, opinions, projections and other "forward-looking statements" as that phrase is defined in the
Private Securities Litigation Reform Act of 1995. Such statements include, without limitation, references to the Company's predictions or expectations
of future business or financial performance as well as its goals and objectives for future operations, financial and business trends, business prospects,
the effects of recent tax reform legislation, and management's outlook or expectations for earnings, revenues, expenses, capital levels, liquidity levels,
asset quality or other future financial or business performance, strategies or expectations. Such forward-looking statements are based on various
assumptions (some of which may be beyond the Company's control) and are subject to risks and uncertainties (which change over time) and other
factors which could cause actual results to differ materially from those currently anticipated. Such risks and uncertainties include, but are not limited to,
those related to difficult market conditions and unfavorable economic trends in the United States generally, and particularly in the market areas in
which the Company operates and in which its loans are concentrated, including the effects of declines in housing markets, an increase in
unemployment levels and slowdowns in economic growth; the Company's level of nonperforming assets and the costs associated with resolving any
problem loans including litigation and other costs; changes in market interest rates which may increase funding costs and reduce earning asset yields
thus reducing margin; the impact of changes in interest rates and the credit quality and strength of underlying collateral and the effect of such changes
on the market value of the Company's investment securities portfolio; the credit risk associated with the substantial amount of commercial real estate,
construction and land development, and commercial and industrial loans in our loan portfolio; the extensive federal and state regulation, supervision
and examination governing almost every aspect of the Company's operations including changes in regulations affecting financial institutions, including
the Dodd-Frank Wall Street Reform and Consumer Protection Act and the rules and regulations being issued in accordance with this statute and
potential expenses associated with complying with such regulations; possible additional loan losses and impairment of the collectability of loans; the
Company's ability to comply with applicable capital and liquidity requirements (including the finalized Basel III capital standards), including our ability to
generate liquidity internally or raise capital on favorable terms; the effects of recent tax reform legislation and other possible changes in trade,
monetary and fiscal policies, laws and regulations and other activities of governments, agencies, and similar organizations; any impairment of the
Company's goodwill or other intangible assets; failure of the financial and operational controls of the Company's Cash Connect® division; conditions in
the financial markets that may limit the Company's access to additional funding to meet its liquidity needs; the success of the Company's growth plans,
including the successful integration of past and future acquisitions; negative perceptions or publicity with respect to the Company's trust and wealth
management business; system failure or cybersecurity breaches of the Company's network security; the Company's ability to recruit and retain key
employees; the effects of problems encountered by other financial institutions that adversely affect the Company or the banking industry generally; the
effects of weather and natural disasters such as floods, droughts, wind, tornadoes and hurricanes as well as effects from geopolitical instability and
manmade disasters including terrorist attacks; possible changes in the speed of loan prepayments by the Company's customers and loan origination
or sales volumes; possible acceleration of prepayments of mortgage-backed securities due to low interest rates, and the related acceleration of
premium amortization on prepayments on mortgage-backed securities due to low interest rates; regulatory limits on the Company's ability to receive
dividends from its subsidiaries and pay dividends to its stockholders; the effects of any reputational, credit, interest rate, market, operational, legal,
liquidity, regulatory and compliance risk resulting from developments related to any of the risks discussed above; and the costs associated with
resolving any problem loans, litigation and other risks and uncertainties, discussed in the Company's Form 10-K for the year ended December 31,
2016 and other documents filed by the Company with the Securities and Exchange Commission from time to time. Forward-looking statements are as
of the date they are made, and the Company does not undertake to update any forward-looking statement, whether written or oral, that may be made
from time to time by or on behalf of the Company.
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