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DOL Updates Guidance on Auditor Independence for Retirement Plan Engagements

In September, the U.S. Department of Labor (DOL) released an Interpretive Bulletin that
updates guidance on audits of benefit plans under the Employee Retirement Income
Security Act. The updated guidelines are intended to help determine when a qualified
public accountant is independent for the purpose of auditing and rendering an opinion on
the Form 5500. With the new guidance, DOL removes what it describes as certain
“outdated and unnecessarily restrictive provisions” and reorganizes other provisions for
clarity.

While offering clarification for auditors, the bulletin also aims to inform plan sponsors
seeking to engage external accounting resources and ensure adequate access to
knowledgeable practitioners. “Our goal in updating the Interpretive Bulletin is to make sure
the Department of Labor’s interpretations in this area continue to foster proper auditor
independence while also removing outdated and unnecessary barriers to plans accessing
highly qualified auditors and audit firms,” said Acting Assistant Secretary of Labor for
Employee Benefits Security Ali Khawar in a statement.

Among changes in the new bulletin is an update on what constitutes a “disqualifying financial interest” for new audit engagements. According to the
guidelines, an accountant, or accounting firm, is not prohibited from taking on a new engagement solely due to a related party holding the plan sponsor’s
publicly traded securities during the financial statement period. However, DOL specifies that “the accountant, accounting firm, partners, shareholder
employees, and professional employees of the accountant's accounting firm, and their immediate family,” must dispose of any such holdings before the
period during which the engagement occurs. It defines that period as beginning when the accountant either signs an agreement to perform the engagement
or commences the audit process (whichever comes first) and “ending with the formal notification, either by the member or client, of the termination
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the same group of clients or perform work on “the same categories of matters.” It places more weight on substantive matters such as an individual’s
expected interactions with personnel and their reporting channels, rather than physical location.

In addition to its revised guidance, the new bulletin also restates some of its original promulgations on auditor independence from 1975. The guidance
reminds plan administrators, for example, of the requirement to retain an “independent qualified public accountant” to conduct an annual review. The
accountant, it states, must render an opinion on whether the financial statements conform with generally accepted accounting principles and whether

required schedules within the plan’s annual report fairly present the information contained therein.

The full updated bulletin is available on the U.S. Federal Register website.
Sources:

https://www.dol.gov/newsroom/releases/ebsa/ebsa20220902
https://www.plansponsor.com/ebsa-issues-new-audit-independence-guidance/
https://www.federalregister.gov/documents/2022/09/06/2022-18898/interpretive-bulletin-relating-to-the-independence-of-employee-benefit-plan-accountants

Does Your Retirement Plan Stand out From the Crowd?

With more than two-thirds of American workers having access to a retirement
plan, employees and job seekers have come to expect one as part of their benefits
package. That means it’s more important than ever to make sure your offering
differentiates your organization from the competition. Whether you’re looking to
deepen your bench by attracting top talent or retain the valued employees you
have, evaluate if your retirement benefit is enough to move the needle.

Workers Want Financial Wellness
Access to a retirement plan can be desirable, but also overwhelming. A retirement

. plan is many workers’ first investing experience, and it can be intimidating if they
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their retirement plan. Providing the necessary guidance to better understand their plan can give employees the confidence they need to take full advantage
of this valuable benefit. A 2022 Schwab survey shows that 23% of respondents desire a financial wellness program, and 20% want access to a financial

advisor. Companies like Apple know that offering flexible options to learn about product features and providing one-on-one support helps consumers get
the most out of their purchases and promotes customer satisfaction and loyalty. Empower your employees with a robust financial wellness offering with

fear making a mistake with their hard-earned pay or “locking up” funds for many

years. When employees sit on the sidelines, they aren’t getting all they can out of

plentiful options for participants to access the information and support they need on demand.

Investment Choices May Bolster Enthusiasm

As worker turnover rates remain stubbornly high during the “great resignation,” your retirement plan can help reduce churn. Offering an array of
professionally vetted investment choices may boost participation and enthusiasm. If you do include self-managed options, just be sure to talk to your
advisor about providing appropriate education and guardrails so workers can make prudent decisions, especially when it comes to novel or alternative
asset classes such as cryptocurrency which may not be considered prudent in the current regulatory environment.

Features That Can Provide a Boost

Consider adding bonus features to set your plan apart when appropriate, such as profit sharing, for example. Or consider allowing participants to use
contributions to pay down student debt or build an emergency fund. Also, don’t overlook the ability of more generous “‘standard” features — such as
immediate eligibility, faster vesting, a larger match, and low fees — to give your plan an edge.


https://www.federalregister.gov/documents/2022/09/06/2022-18898/interpretive-bulletin-relating-to-the-independence-of-employee-benefit-plan-accountants
https://www.dol.gov/newsroom/releases/ebsa/ebsa20220902
https://www.plansponsor.com/ebsa-issues-new-audit-independence-guidance/
https://www.federalregister.gov/documents/2022/09/06/2022-18898/interpretive-bulletin-relating-to-the-independence-of-employee-benefit-plan-accountants
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A retirement plan offering requires a significant investment of time, money and other organizational resources. It also carries with it a certain degree of
risk. Make sure yours is getting the street cred it deserves and paying out the dividends you want as a plan sponsor.

Sources:

https://www.blog.personalcapital.com/blog/retirement-planning/average-401k-balance-age
https://www.planadviser.com/role-401k-todays-tight-labor-market

Documenting Fiduciary Plan Management Responsibilities

ERISA states that every plan document must identify a “Named Fiduciary” to be the
individual or entity serving as the primary fiduciary responsible for all plan management
activities (e.g., President, Plan Administrator, The Company (BOD), or another individual
or entity).

The Named Fiduciary can delegate nearly all plan management responsibilities to “co-
fiduciaries”; however, they must retain the responsibility to regularly monitor the prudent
management of these co-fiduciaries (e.g., individuals who comprise a plan steering
committee or others who impact plan decision making).

Having a Committee Charter is very beneficial when delegating any fiduciary responsibilities to co-fiduciaries.

A Committee Charter documents the delegation of the specified plan management responsibilities, as well as plan practices and procedures, to plan co-
fiduciaries. A board resolution adopting the committee is also helpful (if there is no BOD or other controlling entity, an adoption resolution is not
necessary). Your financial professional can assist with a sample Committee Charter, and related documents, that can be easily edited to suit your needs.

Co-fiduciary Acceptance, and Resignation signatures, although not specifically required by ERISA, are quite important. The fiduciary acceptance (by
signature) specifies the specific responsibility delegations. Resignation signatures are important as well as they can remove the fiduciary from further post
resignation liability. ERISA holds that if a co-fiduciary (e.g., Committee member) leaves the Committee, but does not leave the company, they remain
liable for the actions of the remaining co-fiduciaries (committee members) unless they sign a resignation statement (also available via your financial
professional). Finally, resigning fiduciaries need to follow plan procedures and make certain that another fiduciary is carrying out any responsibilities left
behind that are required for prudent plan management. It is critical that a plan has appropriate fiduciaries in place so that it can continue operations and
participants have a way to interact with the plan.

See the following link for the DOL’s stated positions on these and other fiduciary responsibilities:

Participant Corner
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The holidays are upon us! Staying healthy just might make you wealthy. With
small lifestyle changes and healthy choices (especially with all the shared
yummy foods), you may reduce your annual healthcare costs and increase
your income. These lifestyle changes can be as simple as limiting your salt
intake or taking your prescribed medication regularly.

By adopting healthy habits, you can mitigate future healthcare costs. Data
from HealthyCapital reveals that by simply making a few minor changes to
daily routines, and reducing the risk factors leading to chronic disease,
individuals could potentially add years to their lives and save thousands of
dollars in lifetime medical expenses. (See example to the right)

Savannah and Adrian are both 45 years old and both sought medical
treatment for high blood pressure. Savannah doesn’t follow the lifestyle
changes her doctor suggested, whereas Adrian diligently follows her
doctor’s recommendations. With Adrian’s small changes she saves more
than $1,000 in out-of-pocket healthcare costs. Additionally,

Adrian’s combined pre-retirement and in-retirement savings will be
$89,456 more than Savannah, as shown in the table below.

Annual Out-of-Pocket Healthcare Costs:

Adrian’s Savings in
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Example

Savannah

The average managed patient

» Blood pressure of 150/95
» Sometimes forgets medications

» Sometimes doesn’t follow her suggested diet
* Occasional smoker and drinker

Adrian

The well managed patient

» Takes prescribed medication

» Exercises 30 minutes/day, 5 days/week
* Moderate alcohol intake

* Chooses healthy fats

e Limits dietary salt

*  Quit smoking

Savannah Adrian Health Expenditures
IAge 45 $2,477 $1,286 For purpose of the case study, Savannah and Adrian are
IAge 64 $13,936 $7,343 compared in_tvyo levels of care: average managed (loosely
- follows physician recommendations) and well managed
Total Pre-Retirement $138,288 $72,591 $65,697 (fully complies with physician recommendations).
Total In Retirement $51,790 $28,031 $23,759
Grand Total $190,078 $100,622 $89,456

For illustrative purposes only.

Have questions regarding your investments, please contact TP Investment Advisory Services at 610-254-

0451 or tpadilla@tp-advisory.com.
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The hypothetical case study results are for illustrative purposes only and should not be deemed a representation of past or future results. This example does not represent any specific product, nor does it reflect sales charges or
other expenses that may be required for some investments. No representation is made as to the accurateness of the analysis.

Contact our financial professional at 610-254-0451 or mailto:tpadilla@tp-advisory.com and schedule an
appointment!
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To remove yourself from this list, or to add a colleague, please email us at tp-advisory.com or call 610-254-0451

Services offered through TP Investment Advisory Services, LLC, a registered investment adviser with the state of Pennsylvania. This message and any attachments contain
information which may be confidential and/or privileged and is intended for use only by the addressee(s) named on this transmission. If you are not the intended recipient, or the
employee or agent responsible for delivering to the message the intended recipient, you are notified that any review, copying, distribution or use of this transmission is strictly
prohibited. If you have received this transmission in error, please (i) notify the sender immediately by e-mail or by telephone and (ii) destroy all copies of this message. If you do

not wish to receive marketing emails from this sender, please send an email to thomaspadilla@comcast.net or a postcard to 1053 Croton Rd., Wayne, PA 19087
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