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Is Your Pension Plan

From the Editor - Ken Cerini, CPA, CFP, DABFA

W

elcome to the inaugural issue of the Report Card, our newsletter focused on bringing pertinent information
to the private school sector. For those of you who have not heard of us, Cerini & Associates is a regional
accounting firm with nearly 50 employees, dedicated to providing our clients with value added advice; high
levels of pertinent information and education; and timely and responsive service. While we provide services to a
broad spectrum of industries, over 40% of the Firm’s services are dedicated to the education sector, which kind of
makes us experts in the field. We work with nearly 100 educational clients including public schools, private schools,
trade schools, charter schools, and special education providers. We concentrate because it is our belief that we cannot
truly be a resource to our clients unless we know as much or more than they do about educational accounting and
finances.
In this issue, you can find articles on keeping your pension plan compliant with Department of Labor regulations;
creating a brand of excellence, overcoming the obstacles of running a private school, and Governor Cuomo’s budget
and what it means to the private school sector. We encourage you to read this newsletter and pass it around to others
within, or outside, your organization. Feel free to reach out to us with questions you may have. Check out our website
at www.ceriniandassociates.com to see all of the other information and resources that we offer. We want you to get
to know us and think of us as a resource, the way our clients and business associates do.
We recently joined NAIS to continue to increase our exposure to the issues you are facing, which will continue to
help us better serve our private school clients. We understand the challenges you are facing and the need to have
strong strategic partners to help you not just survive but to excel. We would love to be one of those partners.
We value your feedback and observations. If you have any comments on this publication, advice for future articles,
or any other information you would like to pass our way, we would appreciate it.
We hope you enjoy this issue of the Report Card, and we look forward to getting to know you. Hopefully, we can
help your school make the grade.
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Up to Speed?
D

uring the past several years, retirement

plans, and the related investment and
administration fees they pay, have come
under more scrutiny from the IRS. The Department
of Labor (“DOL”), and even plan participants, as
everyone has an interest in ensuring that plan sponsors
fulfill their fiduciary responsibilities to ensure that
plan fees are reasonable, plan investment choices are
appropriate, and plan sponsors are properly and timely
notifying participants of their eligibility to participate
in the Plan. Retirement plan fees are compensation
to service providers that can include investment
management fees; and recordkeeping fees. To reiterate
the importance of ensuring reasonableness of the
plan fees, the Department of Labor implemented fee
disclosure rules under section 408(b)(2) of ERISA
that became effective on July 1, 2012. Furthermore,
during 2016, additional regulations were released that
added additional fiduciary responsibility to financial
advisors that received fees from pension plans. These
regulations were put in place to ensure plan sponsors
and their fiduciaries are paying close attention to the
plans they run and ensuring that the fees the plan
are paying are appropriate. If not, the plan could be
subject to penalties.
The most common method used to determine
reasonableness of the retirement plan fees is to
go through the process of benchmarking the fees.
Benchmarking provides comparisons of the fees paid
to the plan’s service provider against other service
providers for comparable services. The cost is not the
only factor to consider when it comes to determining
reasonableness of the fees, the plan fiduciary should
also consider the level of services that are being
provided by the service provider, as well as the
experience and reputation of the service provider.
Other factors that the plan sponsor deems important,
such as staff education, accessibility, technology, etc.
should also be considered. Benchmarking should be
performed at least on an annual basis and properly
documented by the plan fiduciary. Documentation
should include the information reviewed, factors
that were considered, results of the analysis and the
decision made by the plan fiduciary, whether it is
to keep or look into another service provider with a
lower fee structure. Plan fees are sometimes obvious,
such as a per participant fee or an asset management
fee (e.g. 0.5% of plan assets); or they can be hidden
within the administrative fees deducted by the plan
custodian.

It is important to understand the types of investments
are purchased within the plan and what the overall
expenses of those investments are. In addition,
investments come in different classes, so two
seemingly identical investments could have different
fees depending on their class. Due to the level of
assets most plans have, most plans should be utilizing
institutional instead of retail shares; as institutional
shares have lower fees associated with them. These
are all things that need to be considered during
the benchmarking process. The plan fiduciary can
use the plan’s third party administrator or contract
with another third-party to obtain the information
necessary to benchmark the plan fees. Depending
on the plan fiduciary’s selection for whom to provide
these services, will dictate what the cost of the
benchmarking will be. If you have never benchmarked
your plan, you may be surprised how much the plan
is actually paying for its investment advice (or lack
thereof ).
When you benchmark your plan, we suggest that in
addition to reviewing the fees charged, you also have
the investment alternatives reviewed to determine if
they are appropriately performing or if some of the
funds should be replaced within the Plan. If the plan
has underperforming funds, the plan and its trustees
are not doing their fiduciary responsibilities by keeping
poor performing funds in the plan. Remember, the
plan fiduciary is required to act prudently and in the
best interest of the plan participants and beneficiaries.
We have already seen the consequences of ignorance
and keeping the status quo. The Department of Labor
has increased its audit staff and is performing more
audits of pension plans, and plan participants have
begun suing plan sponsors for failing to meet their
fiduciary responsibility. Pensions are designed to
be a good thing for your staff and a fringe benefit.
Unfortunately, failure to review and monitor your
plan on a regular basis could result in unintended fines
and penalties. By properly focusing on your plan on
a regular basis; benchmarking fees and investments,
educating staff, reviewing plan provisions, etc.; both
you and your employees will benefit.

Rahema Zia

Senior Accountant

Private Schooling:

Creating a
Brand of Excellence
T

he key to success in life is mastery, in order to
achieve mastery you must immerse yourself in
an appropriate learning environment. Private
schooling is a valuable vehicle that can serve as a potent
alternative to traditional public education. Smaller class
sizes, the ability for enhanced student involvement,
increased interactive learning experiences, etc., often
found in the private school environment, provide a
learning option potentially conducive to children on their
own unique path to personal mastery.
Unfortunately, it can be difficult for private schools
to acquire the resources needed to create meaningful
incentives for both teachers and parents to stay. While
private schools have the ability to provide a more targeted
education to the children they serve; there are many
business issues that arise which their public counterparts
are better prepared and better funded for.
To remain competitive, private institutions must reflect
upon their strengths and weaknesses to learn how to
utilize their resources better, and create a community and
learning environment that everyone is proud to be a part
of.

“Two roads diverged in the wood, and I took the one
less traveled by, and it has made all the difference.”

– Robert Frost

1.

Rebranding

Private schools must combat the stigma that they exist
solely for the wealthy elite of America. By adopting an
ideology of inclusivity, and quality, it may inspire parents
to explore the opportunities that private schooling may
offer their children. Although tuition prices can be
burdensome to parents on a limited income, there are
channels that can be utilized to ease the financial impact.
In this approach, it is imperative to tackle concepts
that should be the pillars of your institution: integrity,
humility, community, and empathy. There is a mentality
of “entitlement” that exists in private schools for both

parents and students. Many parents have the perception
that because their child is attending a private school, and
that they are paying a fee for their child to attend, that
their child should be receiving good grades, and on the
path to an Ivy League University, or premier secondary
school. There is no such thing as a fast path to success,
and it would do the school well to dispel such illusions.
Instead, you should target your audience by offering them
a dynamic learning environment that is accommodating
to the needs of their particular child. The focus should
be on creating a tightly knit network of people, a family,
of teachers, parents, and students that are committed to
the learning process, and helping each other develop and
grow.

2.

Attracting and retaining quality staff:

Let’s face it, there is a teacher shortage. With the increased
needs of UPK, the retiring of the baby boomers, and a
drop in the number of individuals going into the field,
finding qualified staff has been difficult; and if you need
related service providers (PT, OT, and ST) good luck.
So what can you do to attract and retain quality staff?
The irrefutable law of the market is that if there is a
demand for a product, the supply will follow. Typically
the salary of a teacher in a private school is less than that
of one in public school. This is the result of limited access
to government funding. But fear not! Many studies have
found that financial compensation is not the number one
reason people stay at a job, it is work culture. If you had
a choice between working a job that paid $50,000 a year
but made you unhappy; and a job that paid $39,000 a year
that you loved every day of, which would you choose?
Personal happiness is a philosophical matter, and it
requires a great deal of thought when it presents itself.
The goal should be to be proactive in addressing that
situation, do not create a reason for the teacher to leave.
The most important assets of a school are its teachers, so
invest in them!

Furthermore, Private schools have the exclusive
opportunity to have teachers that do not have a teaching
degree! This provides a medium to perhaps employ
individuals with real world experience to teach the
students. This can be a differentiating factor for a private
schools, drawing upon key professionals in the marketplace
to provide real insight into the job market and real world
business. Additionally, it can also open up avenues for
global learning through shared telecommunication with
private schools classes in other parts of the world.

3.

Bringing on additional discretionary funding:

Most private schools can sell the benefits of the private
school environment (small class sizes, enhanced learning
experiences, maybe language emersion) to families,
however, it is often quite difficult to get them to pay
the full amount necessary for increasing staff salaries
and benefits, the most up-to-date technology, program
enhancements, and property related costs. Most schools
need to subsidize parent tuition rates through fundraising.
This is especially important with the increase in charter
schools and the need to provide financial aid to stay
competitive. The problem is, who other than the families
of the children attending the school are interested in
supporting the school, and with families paying high
tuitions, it is hard to ask these families to also dip into
their pockets again for more. Private schools need to
do an effective job of focusing on impact (how is the
school creating a benefit for the families they serve,
the businesses in the community, and the community as
a whole) and selling that impact to potential donors. In
addition, maintaining alumni databases and tracking
the progress of alumni is a long-term strategy, but could
prove beneficial if any alumni do well down the road.
Private schools need to find ways to build communities
and educate potential donors on the benefits of supporting
their school. They should also solicit their parents and
staff to leverage the relationships they have to support
fundraising, as studies have shown that donors are more
likely to support people than agencies.

4.

Grooming and Inspiring Future Leadership:

As already discussed, it is becoming increasingly difficult
to attract and retain quality staff. So if a school cannot
effectively attract staff, where do its future leaders come
from? What’s more, too often heads of schools have
strong educational backgrounds with no real business
acumen to complement it. The role of head master
transcends the program aspects of running the school and
needs to incorporate an understanding of fiscal matters,
risk management, human resources, development,
contracts, banking, compliance, staff motivation, and
more. It is not always easy to find an individual with
that broad background of skill sets. In addition, the
tone of an organization starts at the top, which means

finding effective board leadership is equally important.
Private schools need to do a better job of cultivating
board members through a committee structure that helps
to identify leaders within the organization’s volunteer
base. Also, providing soft skill training (leadership,
communication, etc.) to pre-identified staff could help to
marry these staff to the school.

5.

Cultivating Community:

The adage goes, “it takes a village to raise a child.”
A private school intrinsically possesses an ethos of
intimacy; parents are willing to pay money to be a part of a
meticulously woven community so that their children can
access a wealth of opportunities as they progress through
adolescence. A community is a family, not by blood,
but in spirit. You want to manifest the bond of family,
and solidarity in your institution. In doing so, parents,
teachers, and students will feel an emotional connection
to the school, and this will attract a range of high caliber
alumni that are genuinely invested in the development of
the institution for years to come.

6.

Technology:

No list of private school challenges could be complete
without a discussion of technology. Technology is
pervasive in every aspect of every business; however
it is expensive to stay current and safe. Private schools
notoriously lag in technology and areas of security.
Many schools do not have appropriate policies regarding
passwords, access controls, connectivity (the whole BYOD
– bring your own device issue), recoveries, intrusion
reviews and detection, etc. In today’s environment, where
children are virtually born with increased IT capabilities,
and tremendous levels of home and mobile access, in
order to be competitive and relevant, private schools
need to be able to offer a high degree of technological
learning; through class offerings, up to date equipment,
and appropriate band width to bring the outside world in,
and bring learning to life.
Conclusion:
Most private schools are not going to have the budgets that
a public school has. What’s more, they are asking parents
to pay for an education that they are already paying for
through the tax structure that exists; so private schools
need to sell their staff, the communities, and the families
they serve on their value proposition. In order to create
value, private schools need to build effective cultures
built on an innovative curriculum, taught by inspired
educators, utilizing the most recent technology, while
effectively collaborating on a local and international level
to draw in resources and expertise. Not an easy task, but
one well worth the energy.

Ken Cerini, CPA, CFP, DABFA

Managing Partner

&

Ethan DeAbreu

Staff Accountant

Governor Cuomo’s Budget:

Progressive or Unconstitutional?

The 2017-2018 budget expands upon funding in several
areas that include: Health Services, Homebound
Instruction, Textbook Loan Program, Computer
Software Loan Program, School Library Materials Loan
Program, Transportation (students must reside within
15 miles of the nonpublic school), Special Education
Services, Dual Enrollment Programs, and Mandated
Services Reimbursement. These enhancements to the
budget will ease some of the burdens that private schools
inherently possess, and aim to improve the overall
learning experience of the student.
In addition to the aforementioned improvements; the state
has implemented a three-year technology advancement
grant called, The Learning Technology Grant Program
(LGT). The LGT is in place to progressively upgrade
schools’ technology to improve classroom instruction.
Although nonpublic schools are not eligible to apply for
this grant, public schools receiving the grant must provide
nonpublic schools in their district with the opportunity to
participate.

I

n New York State there are 6,000 schools, and
nonpublic institutions account for 2,100 of them.
While nonpublic schools account for a third of
total schools in NY, they only account for 17% of total
enrollment, with 456,000 students enrolled in nonpublic
schools and 2,650,000 enrolled in public schools. In
March of 2017, Governor Cuomo declared in the new
budget, the state will provide nonpublic schools with
$197,000,000 for the 2017-2018 school year. This sum
is the greatest allocation of funding to private schools
in New York State history. As recently as 2012, private
schools were delegated $100 million in state funding,
half of the current budget. Governor Cuomo stated, “My
opinion is I aggressively support the religious schools.”
He believes that there should be an increased amount of
subsidies for private schools to reduce costs. Although his
direct quote refers to religious schools, the budget is to be
utilized by all nonpublic schools. Traditionally, nonpublic
school funding is tuition based; however, under the new
legislation, they will have access to some federal and
state funding, and reimbursements opportunities from
the local school districts.
Currently, nonpublic schools have access to two major
grants, AIS and MSA. The implementation of No Child
Left Behind in 2002 set a precedent for the utilization
of Academic Intervention for Nonpublic Schools
(AIS). AIS is entirely state funded, and it was designed
to train teachers that taught students that scored poorly
on state exams. The Mandated Service Aid (MSA) is
a reimbursement program that allows nonpublic schools
to obtain funding for certain state mandates (e.g. State

School Immunization Program, Calculators, Regents
Exams, Pupil Attendance Reporting, etc.).
Furthermore, non-public schools that participate in
partnerships with public schools may receive Title 1 A
funding. These funds are available to highly impoverished
areas to create Century Community Learning Centers.
These centers offer after school services, such as tutoring
or other enrichment activities. They serve as additional
reinforcement for English language, math, and the arts to
provide students with the tools necessary to excel on state
examinations.
Title l A funds policy has provisions set aside to help
nonpublic schools attract the most qualified professionals.
Nonpublic Schools experience an excessive teacher
turnover rate because they cannot compete with the
salaries of public school teachers. As a result, many
of the teachers that have been trained in the nonpublic
arena leave for more money in the public school arena.
Additionally, in a study performed by Brookings, “the
bottom 25 percent of teachers are more likely to leave
public school teaching.” As a result, in order to replace
teachers leaving for the public school system, nonprivate
schools are often left hiring the low performing public
school teachers. The Every Student Succeeds Act,
asserts that all students whether private or public deserve
the same quality education from qualified teachers,
and Governor Cuomo hoped to further expand on this
principle by delegating additional funds to private schools
in his new budget.

It is undeniable that an education is every child’s right;
however, the motives for expanding private school
education should be speculated upon. Governor Cuomo
expanded nonpublic school funding on the ethos that:
“We have basically two education systems in the
state of New York. One is a public education system.
Public schools, which are very, very important and we
support. Then we have religious schools. I’m Catholic.
My parents chose to send me to a Catholic elementary
school, and a Catholic high school I went to.”
Although nonpublic schools have less funding than their
public counterpart; is it truly equitable to take funds from
public institutions? As previously discussed nonpublic
school student enrollment is only about 17% of the entire
student population in NYS. Furthermore, it may, in fact,
be unconstitutional for taxpayer money to go towards the
funding of nonpublic schools:
No county, city, town, village or school district shall
give or loan any money or property to or aid of any
individual, private corporation or association, or
private undertaking. . .” – N.Y.S. Const., Art VIII, §1
The new budgets battles with what is constitutional,
equitable, and practical. Despite Governor Cuomo’s
honorable intentions of providing all students with an
equal opportunity to learn, he may have inadvertently
broken the law to do so. Whether this ever finds its way
into the courts, who knows. What’s important is that
private schools should have additional resources to allow
for options in education; something that is important
to students that just don’t fit into the public education
system.

Ethan DeAbreu

Staff Accountant
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