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Administration Changes Expected to
Impact Retirement Investors

From the Editor - Timothy J. McHale
Hey All,
It seems like every year brings with it new challenges, no matter what part of the life cycle
your business is in. With changes in minimum wage and wage levels for exempt employees,
we’re expecting all businesses to have some level of increased labor costs. President Trump is
reviewing the Affordable Care Act and ran under the banner of lower taxation, so now it’s wait
and see what happens and when this will go into effect. In addition, the Department of Labor
(DOL) is looking at benefit plans much more closely. The DOL has stated that more than 75%
of plans are out of compliance and they have increased their audit capabilities to be able to
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review plan compliance. Plan sponsors need to ensure that they are in compliance with their
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plan documents, are reviewing investment options regularly, and have benchmarked the fees
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within their plans.
We continue to see a shift in the workforce, as baby-boomers retire and they are being replaced
with Gen-Xers and millennials. This has brought with it an increased reliance on technology,
ways to improve work-life balance, and new challenges in staff retention. We have also seen
an up-tick in new start-up businesses as well as an increase in consolidation of companies, as
larger companies are trying to increase their vertical and horizontal foot-prints.
While cash may be king in many companies, knowledge is power. Companies are investing
more resources in data so that they can better understand the impact of decision making on the
bottom line. Companies need to be nimble, and need to better plan verse reacting. Companies
are grappling with better ways to get their product/message out to the marketplace, as the
world has gotten smaller this has increased both opportunities and competition.
In this edition of the Bottom Line, we have included articles on performing due diligence in
a merger/acquisition transaction; time management tips; new pension fiduciary rules; and the
trend towards telecommuting. We encourage you to read through this newsletter and reach out
to us if you have any questions. We are happy to help move your company forward.
Stay connected!

Tim McHale, Partner
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n February 3, 2017, President Donald Trump
called into review the new Fiduciary Rule, a rule
whose effect would expand the definition of those
considered a fiduciary, a term carefully defined under
the Employee Retirement Income Security Act of 1974.
More commonly known as the Conflict of Interest Rule,
the regulation was to be phased in April 10, 2017, a year
after the final ruling was passed. This rule, meant to ease
Americans into retirement, was created in response to the
financial crisis of 2008 as an attempt to hold accountable
the American financial industry. Included in the overhaul
of this financial reform was a scrutinized look into the
retirement system and how the current environment has
created impediments in the path towards retirement.
The former administration highlighted the shortcomings
of the financial system that not only invests retirement
funds, sometimes in less than appropriate investment
instruments, but often does so for the purpose of
generating fees, frequently to the detriment of the plan
participants.
The “fiduciary duty” outlined in the ruling requires
anyone who offers investment advice to act in the best
interests of the client. More specifically it defines any
individual receiving compensation for making investment
recommendations that are individualized or specifically
directed to a particular plan sponsor (e.g. employer);
a plan participant (e.g. employees participating in a
sponsored retirement plan); or an IRA owner, as a
fiduciary. Under the new regulation, investment brokers
and registered representatives will be held accountable to
a stricter measure.
Investors often presume that an investment advisor and a
stockbroker are one and the same. However, the difference
between the two is a crucial one and often times, a costly
one. Absurdly enough, brokers are not held to the same
standards that others in the professional world, such as
investment advisors, are held to – namely, to provide
the very services they are seemingly compensated for.
Unlike investment advisors, who are legally obligated
to act in the best interests of their clients, brokers are
held accountable to the suitability standard. This lesser
measure allows for brokers and registered insurance
agents to sell investments they “believe” are suitable
for their clients and not necessarily in their best interest.
These brokers are incentivized to sell high-fee, lowincome generating products since their own compensation

is linked to the types of products they sell. The Obama
Administration estimated that such “conflicts of interest”
cost the American people $17 billion a year. This analysis
performed by the Council of Economic Advisors showed
that “a typical worker who receives conflicted advice
when rolling over a 401(k) balance to an IRA at age 45 will
lose an estimated 17 percent from his/her account by age
65. In other words, if a worker has $100,000 in retirement
savings at age 45, without conflicted advice it would grow
to an estimated $216,000 by age 65 adjusted for inflation,
but if he/she receives conflicted advice it would grow to
$179,000—a loss of $37,000 or 17 percent”.
If the new rule passes muster, the financial industry must
brace for a significant impact. The implementation of the
legislation will drive small investment firms and brokers
out of the industry. Wielding a title as burdensome as
“fiduciary” will phase out these small players. Those left
on the playing field will hike up the cost of products to
bridge the gap for lost commission and compensation.
With the forced change to fee-based services, there is
also the risk that firms will turn away the small investor,
opting to serve larger clients. If nothing else, the new
ruling should be a way to weed out the bad apples.
Prior to making the final decision, the DOL received over
3,000 comments over a five-month period in opposition
to the ruling. In consideration of these comments, the
DOL made substantial changes to the rule, even offering a
loophole that would allow providers of investment advice
to continue receiving compensation (e.g. commissions
and revenue sharing) provided they commit to a best
interest contract exemption, among other things. In spite
of this loophole, the Trump Administration believes that
“The rule’s intent may have been to provide retirees and
others with better financial advice, but in reality, its effect
has been to limit the financial services that are available
to them.” The recent call to review, if not completed by
April, could result in the rule’s suspension.
Recent financial debates have brought to light America’s
financial illiteracy. It has become clear that financial
service providers alone will not pave the road to
financial security. Regardless of whether the regulation
is implemented in April, ensuring a safe and secure
retirement is a joint effort between financial service
providers and individual retirees themselves.
Rahema Zia

Senior Accountant

Telecommuting:

Perk versus Strategy

Embracing technology as a means of
communication:
Email is not the only means to communicate with an
off-site employee. In fact, communicating via email
is the most vulnerable to being misinterpreted, since
context from tone-of-voice, body language, and facial
expressions is absent. Emails should be reserved for
objective discussions and task based communication.
Chat applications like Google Hangouts, which are more
efficient than emails, should be used to share news and
updates throughout the work day. In-depth, lengthy,
or sensitive meetings should be conducted via video
conferencing. If the conversation is meant to provide
constructive criticism or bad news, having a face-to-face
element is vital and can help avoid the message from
being misinterpreted, which is an inherent risk when
communicating via emails and chat applications.

Setting Expectations:
Telecommuting is a work arrangement in which

the employee works outside the office, often working
from home or a location close to home. Instead of
traveling to the office, the employee works by means of
telecommunication, keeping in touch with coworkers and
employers via available technology. Many companies
across the country, such as Aetna and Dell, are allowing
employees to work remotely. Employees save money
normally spent on gas and transit costs, and save
valuable hours during the day normally spent commuting
to an office location. Telecommuting not only helps
the employee, but can benefit the employer as well.
Employers can take advantage of savings from decreased
occupancy costs and travel expense reimbursements paid
to employees. Money saved can then be spent on customer
acquisition and marketing which will ultimately yield
higher profits.
One of the biggest employer benefits of a remote working
environment is the ability to expand the employee talent
pool. By expanding their recruitment efforts beyond a
confined radius surrounding a physical office location,
companies are more likely to attract a diverse and talented
workforce. Furthermore, companies with an expanded
workforce are better able to serve clients and customers
in diverse locations because employees can be located in
a time zone convenient for communicating and meeting
those clients’ or customers’ needs.
One of the major misconceptions about telecommuting
is that employees who are not physically supervised will
3
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start to slack off. Contrary to this belief, telecommuting
can lead to increased productivity and reduced turnover.
Lost productivity and turnover can cost a company
thousands of dollars due to the price of acquiring and
training replacements. Employees who are unhappy with
their commutes are more likely to call in sick or look for
another position that is more flexible. Employees who
work remotely and are allowed flexible hours tend to have
increased efficiency. A better work life balance leads to
increased employee morale, which leads to the employee
feeling more invested in the company and results in
higher work ethic and productivity.

Managing Remote Employees
Supervising teleworkers is more similar to on-site
management than one might think. However, there are a
few keys to ensure proper management of employees who
are not physically present every day.

Hiring the right people:
Remote employees should be able to work independently,
without the need to be micromanaged. Teleworkers need
to be positive and self-motivated. Companies should
avoid hiring people who consistently need assistance
to complete a task, and who lack communication and
listening skills. Employees who can grasp instructions
and effectively communicate will prove to be valuable
member of the remote workforce.

Maintaining a structured remote working environment is
vital. Measurable goals and specific expectations should
be set for each employee and clearly communicated,
including:

directly within the application. Using an application like
Wunderlist can lead to an efficient and well-managed
remote workforce.

Measure and Compare:
Companies should measure how much time is spent on
each task by an employee at least once a month. The
data can be used to compare productivity of individuals
and can also be used to analyze remote employees’
performance versus those working in the office.
Telecommuting has the ability to strengthen a company
financially and create a more invested, efficient, and
happy workforce. Companies are embracing the trend,
offering the flexibility to work from home either full
time, or when needed. Telecommuting is changing
the way we work, especially in industries that rely on
sales. For employees and employers, a remote working
environment may be the difference between an enjoyable
and stressful work life.

Shona St. Angelo
Senior Accountant

► What should be accomplished within the next week;
► What should be accomplished in the long-term (onethree months);
► Which specific tasks and assignments the employee
is responsible for;
► Who the employee should contact if issues arise;
► The number of hours the employee is expected to
work per week;
► Managements availability; and
► Employees availability

Progress Tracking:
In order for employees’ performance to be evaluated, it
must be appropriately tracked. There are different ways
this can be done, but some methods may prove more
efficient than others. Many managers require that remote
employees send daily email updates describing what they
accomplished and the status of various assignments. This
process can be automated through use of applications
like Wunderlist, which acts as a cloud-based electronic
to-do list and can be shared and edited amongst various
co-workers. Completed tasks are tracked and new tasks
can be added at any time. Additionally, notes and files
associated with a specific task can be shared and uploaded
Cerini & Associates, LLP - Bottom Line
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Due Diligence on Due Diligence
A merger or acquisition should be on the radar as one potential
growth strategies for business owners. An acquisition will
often provide an established business the opportunity to
quickly and profitably expand into new markets or service
lines, acquire new customer bases, increase their competitive
advantage, or gain access to new technology and talent. After
a potential target has been identified, one of the crucial steps
in the process becomes due diligence. To properly perform
due diligence, you need to focus on different levels; legal,
operational, risk, culture, and financial. This article will
only focus on financial due diligence.
Financial due diligence refers to the process wherein the
investor performs an investigation or “quasi-audit” of the
target to confirm the accuracy of the information presented
in the initial negotiations and to gain further insight into
the target entity’s operations. The process is designed to
help the investor make a more informed decision about the
acquisition, determine if the factors driving the purchase
price are accurate and fairly reported, and mitigate the risks
inherent in acquiring a company. While similar in concept,
the due diligence process is an agreed upon procedure and not
statutorily an audit. Therefore, there is no assurance from a
certified public accountant.
Due diligence should go above and beyond a cursory review
of the target’s financial statements; it should be a complete
examination of the financial performance and the operations
of the target. While the process may seem invasive, and at
times can make the target feel “uncomfortable,” especially if
they have never been audited before, this should all be part of
the negotiations.
Understanding not just the gross amount of revenue a target
has generated, but the sources and quality of this revenue is
crucial in a due diligence process. Does a majority of their
revenue come from one customer? What are the terms with
their customers in general? Are the contracts with their
customers able to be transferred easily, or will they require
re-negotiation? For targets in heavily regulated industries it
is also important to check on the compliance with applicable
regulation as well. The due diligence process for revenue
should also include an appropriate level of independent testing
to make sure that the revenue that has been quoted during
the initial negotiation process is accurate. Target companies
may have incentive to expedite revenue recognition if it will
get them a higher pay-out from the acquirer. A thorough
analysis of the customer mix, contracts, receivables, and
controls related to revenue are all should be completed. We
have seen instances where, due to inappropriate spending in
a cost based reimbursement system, the purchase price was
significantly overstated and was only caught through the due
diligence process.
During due diligence, there should also be a detailed
investigation into the expenses of the target. It is during this
time an investor can get a detailed understanding of their
incurred expenses and begin to understand where there may
be efficiencies to be found after the acquisition. Are there
redundant positions that exist? What long term contracts and
commitments exist (such as leases)? Are there any owner or

You know the basics of organization already, so start
there:

officer discretionary expenses that can be eliminated? Is the
company potentially understating expenses in order to make
themselves look more attractive? Have all obligations (e.g.
lawsuits, staff paid time off, etc.) been accrued? Do any staff
contracts include severance packages that could hinder your
ability to terminate highly compensated staff?

1) Make a “to do” list
A simple, but extremely effective organizational skill. Start
ranking the items on your list from highest to lowest priority,
and tackle them accordingly. The satisfaction of drawing a
red line from a ball point pen across that challenge upon
completion is immeasurable.

Another key objective of financial due diligence should be an
examination of any potential tax risks of the target company.
The current tax regulatory environment is very complex and
can be an area of high exposure after an acquisition. The
diligence process should include a review of prior filed tax
returns for aggressive or incorrect positions which may have
a material effect on the enterprise value. Beyond reviewing
the tax returns, an investigation should be done that the target
is current with all required tax filings and payments (such
as payroll taxes) and that they are compliant with state and
local tax regulations. Sales tax laws have become increasing
intricate and aggressive in recent years and an analysis should
be performed as to the target’s compliance with sales tax in
all appropriate states.
The final major function of financial due diligence is to gain a
deeper and further understanding of the assets and liabilities
of a target. Often privately held companies will list assets
and liabilities on their books to either the shareholders or
other controlled entities. Are these real assets and liabilities
which will be acquired? Understanding how and why these
transactions were performed and their legitimacy is vital. A
fiscally strong balance sheet can suddenly turn weak when the
majority of their assets may not be realizable upon acquisition.
A physical observation of major fixed assets should be
performed to ensure their existence and to better gage their fair
market value. Book value is a historical cost and depreciation
only an estimate of wear and tear; the actual economic
situation may be different. Equity should be analyzed to
understand who owns the company and if there are any equity
issues such as employee options or potential former owners
who may look to cash in after the acquisition. You also need
to be cognizant that all obligations have been recorded … Are
any royalties due? Are there pending or threatened litigation?
Are warranty reserves properly calculated? Were there gift
cards sold that haven’t been cashed in yet? It is important you
work with someone knowledgeable of your industry when
doing due diligence.
Financial due diligence exists in order to better bridge the
information gap between an investor and a potential target.
The process should be comprehensive in order for the investor
to minimize the inherent transaction risk of acquiring an
enterprise and also allow the target to get fair value for their
business. The level of due diligence will differ depending on
the nature of the acquisition; stock (purchasing the shares of
the stock so the entity continues) or assets ( just purchasing the
assets from within the company). After financial due diligence
is complete, an investor should have a stronger understanding
of the actual financial performance of the target and feel more
comfortable that the acquisition will result in the growth of
their current business and that the full value of the target will
be realized.

Edward McWilliams, CPA
Manager

2) Start writing events in your
digital calendar
The only thing worse than remembering you had a meeting
the day of, is forgetting it all together. By taking a few
minutes to plug meetings into your calendar you will spare
yourself a panic attack down the road. Also, your clients, and
your superiors will come to appreciate your timeliness, and
learn to further depend on you. Trust is earned.

Conquer the Workweek

T

oo often people are focused on how to manage, but never
stop to ask themselves; “what would it take to thrive?”
The path to becoming the office MVP, and the hero of your
own life all begins with mindset.

The first question you have to ask yourself is “why?” What
is your why? What lead you to this webpage at 8:45 am as
you are sipping coffee out of your “World’s Best . . .” mug?
Maybe your answer lies in the starry-eyed son or daughter
who gave you that mug, who sincerely believes that you are
the best in the world. Maybe your why is rooted in the desire
to earn some recognition in the office, so you can get that
promotion you have been wanting. Perhaps it’s simply a New
Year’s resolution to become a little more organized after the
chaos of the previous year’s end.

It all begins with your “why.”
In the words of Viktor Frankl, the Austrian Psychiatrist, and
Holocaust survivor, “those who have the ‘why’ to live can
bear with almost any ‘how.’” Now that you have determined
your why, it is all a matter of planning.

How are you going to achieve
your goal?
We are at the stage in life where wanting change is no longer
enough, we must actively work to create it. You know what
you want, so go get it!

3) Delegate small tasks to save
some time, or multi-task
Delegation is one of the most powerful tools in any leader’s
arsenal. Time is the most precious resource that we possess
as human beings, so utilize it optimally. I understand this
task may seem arduous to our “type A” readers; however, it is
imperative that you learn how to trust other people to produce
quality work. If you take on a “control freak” approach you
will create disruption in your team, and ultimately hinder
productivity. Learn how to trust your team, identify their
strengths and weaknesses, and plan accordingly. In doing
so, you will be able to decrease your workload, so you can
effectively manage progress.

4) Speak to someone who is
organized, and get some tips
This tip seems intuitive in nature; however, how many
people will actually utilize it? If you are an introvert like
me, I understand the social anxiety associated with such a
task. What I have come to learn is that humans are social
creatures, WE LOVE TO TALK! Especially about
ourselves! It is important to identify people that we see as
inspired, more often than not, they are the most genuine. If
you approach such a person with a sincere curiosity, you will
receive a sincere answer. As human beings, it is within our
nature to want to help one another.
The 21st century is rich with information, and the answers
to our daily challenges are all around us. It’s all a matter of
actively seeking these answers in order to create meaningful
changes in our lives.
I encourage you all to ask the question, “why settle for
managing, when you can thrive?”
Dare to ask more from yourself, become the hero in the
office, and at home.

Ethan Deabreu
Staff I Accountant
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CONSULTING SERVICES

Business Overview

We oﬀer specialized consulting services such as
tax controversy, litigation support, outsourced
bookkeeping, CFO or controller services, trust
and estate planning, M&A support and expert
witness services.

TAX SERVICES
Our team of dedicated professionals has
years of expertise assisting business owners
navigate compliance obstacles and
minimizing their tax costs.

SPECIALIZED INDUSTRY KNOWLEDGE
We understand that not every industry is
created equal. We strive to better understand
the marketplace where our clients operate in
order to provide catered advice to help them
succeed.

BUSINESS ADVISORY
As accountants, we are exposed to hundreds
of businesses, but are also business owners
ourselves and understand the challenges that
businesses face. We leverage our experience
and resources to help fuel growth.
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Emerging Startups

AUDIT & ASSURANCE
Stakeholders have a vested interest in your
ﬁnancial reporting. We can help provide them
with credible ﬁnancial reports as well as tools
to discover opportunities within businesses.
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