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2016 BUDGET PROPOSALS SUPPORT RETIREMENT

On February 2, 2015, President Barack Obama released the
Fiscal Year 2016 Budget of the U.S. Government that reflects a
focus on raising overall government revenues. The prospective
increase in revenue would create a range of new tax benefit
programs, many of which would affect retirement savings for
as many as 30 million Americans. According to the White
House, as many as 78 million working Americans do not
have a retirement savings plan at work and less than 10% of
workers without workplace retirement plans contribute to an
outside savings vehicle. The Obama administration believes,
according to the budget, “The Nation
needs to do more to help families save
and give them better choices to reach
a secure retirement.”¹ The budget laid
out six key proposals that may affect
retirement savings.
Key Retirement Proposals
1. The first proposal is to make as
many as one million more part-time workers (who have
worked for the employer for three years at 500 hours per year)
eligible to contribute to the company retirement plan without
requiring plan sponsors to add matching contributions, if
applicable, to the newly eligible part-time workers.
2. In an effort to stop potential federal law conflicts that
could hamper state efforts to boost retirement savings, the
President wants to allocate $6.5 million to the Department of
Labor to allow a limited number of states to implement statebased automatic enrollment IRAs or 401(k)-type programs.
The budget also includes a request for a 10.9% increase in the
Department of Labor’s budget, bringing the total to $13.9
billion.
3. To lift the ban on auto enrollment for Department of
Defense personnel and military service members. This would

allow each branch to decide to automatically enroll certain
groups of members based on the branches’ judgment. Those
members would have the option of opting out at any point.
4. For workers that do not have access to employer-based
retirement plans, the budget proposed to enroll those workers
in IRAs through payroll deposit contributions, with an option
to opt out. The goal is to build a system into the tax code that
makes automatic, payroll-deduction IRAs that could give 30
million more workers access to retirement plans, according to
an estimate by the Office of Management and Budget.
5. The fifth proposal would expand the small
business tax credit for companies to set up a
401(k), auto-IRA or other workplace retirement
plan; as well as an additional credit for small
businesses that already offer plans and then enact
an automatic enrollment policy.
6. The budget proposal would also close a number
of tax loopholes in the individual tax code. It would
prohibit contributions to and accumulations of
additional benefits in tax-preferred retirement
plans and IRAs once balances are above $3.4 million, enough
to provide an annual income of $210,000 in retirement.
Other retirement related goals in the budget include:
strengthening penalties against employers who jeopardize
workers’ health, safety, wages and retirement security as well
as strengthening Social Security and services for people with
disabilities and reforming and simplifying tax incentives that
help families afford child care, pay for college and save for
retirement.
¹ Fiscal Year 2016 Budget of the U.S. Government
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TIMING IS EVERYTHING

Approximately 96 percent of American workers are covered
by Social Security, and many more, including non-working
spouses, are eligible for payments. In addition, around 40
percent of the average retiree’s income in the United States
comes from Social Security.

Thus, for most individuals, deciding when to take Social
Security benefits will have a major impact on their ability to
live comfortably in retirement. Do participants have a choice?
A clear and accurate understanding of a participant’s financial situation, both now and in the future, is essential. That
understanding can be gained through a thorough review
of circumstances and goals. A participant should evaluate
whether their core
needs and lifestyle
spending require
collecting monthly
Social Security payments as soon as they
reach retirement or
if the participant can
afford to wait until
age 70, the point at
which benefits are
maximized.
More than two-thirds of eligible Americans take their
benefits early—after they reach 62, but before they reach
full retirement age—often because they simply don’t have a
choice: They need the money. However, if a participant does
have a choice, not collecting Social Security benefits—even
after reaching full retirement age—may make sense.
A participant should evaluate whether their core needs and
lifestyle spending require collecting monthly Social Security
payments as soon as they reach retirement or if the participant can afford to wait until age 70, the point at which
benefits are maximized.

“35% of Americans over 65 rely
completely on Social Security.”
– U.S. Census Bureau (July 2014)
If health or age is such that a participant is likely to die
before their spouse, the participant may want to delay taking
benefits as long as possible to increase his or her survivor
benefits. In today’s world, those benefits can be an important
part of the survivor’s retirement assets, given that couples
aged 65 have an 85 percent chance of at least one of them
living past 85.¹
Even if a participant delays taking benefits past their full
retirement age, their spouse can still take his or her spousal
benefits anytime after age 62.
During a participant’s lifetime,
their spouse is entitled to one-half
of the participant’s benefit if it
would be greater than what he or
she would receive from his or her
own earnings.
¹ Please note, changes in tax laws
may occur at any time and could
have a substantial impact upon
each person’s situation. Tax or legal matters should be discussed with the appropriate professional. Source: Society of Actuaries.
This article was originally published in Eagle Asset Management’s retirement brochure, Timing is everything. When to
take Social Security. Minor edits were made for compatibility
purposes.
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CONTENT & FREQUENCY OF RETIREMENT PLAN COMMITTEE
We often receive questions
regarding the content and
timing of retirement plan
committee meetings. Most
committees wonder, “How
frequently should we meet?” For
most, quarterly meetings are
sufficient. Plans with minimal
activity may be satisfied with
one annual meeting, so long as
meetings occur with adequate
frequency to handle items
critical to properly manage the
plan.
The purpose of retirement plan committees is to oversee
investment and administrative issues. Committees
should be formalized via a written document (i.e.,
Committee Charter) which identifies the members and
establishes specific roles and responsibilities. During the
course of each plan year the following items should be
considered by the committee:
1. Review and monitor the plan’s investments pursuant
to procedures contained in the Investment Policy
Statement, including selection and replacement when
appropriate.
2. Review plan expenses. The committee should
understand and determine reasonableness of plan
expenses. Recent litigation in this area has reinforced
the primacy of this issue for fiduciaries. A complete fee
analysis and benchmarking of providers should occur
every three to five years.
3. Review plan services available and those currently
being provided. This is a key component going hand in
hand with the expense review. Quantity and quality of
services provided should certainly be among the factors
considered in addressing the appropriateness of expenses.
Also, the breadth and scope of services are constantly
expanding and the committee should be aware of those
services which may produce a value-added impact on
their plan.
4. Consider emerging trends, legislation, and external/
internal factors which may impact the plan. Examples

include the significant implications of recent litigation,
Roth 401(k), asset allocation accounts (lifetime/lifecycle), automatic enrollment/escalation, etc.
5. Review plan demographics. Are plan provisions
understood and being administered properly? How do
these provisions compare to industry norms or “best
practices” guidelines? Do plan fiduciaries understand
and practice their roles and responsibilities accordingly?
6. Review participant demographics. Are participants
in position to achieve a financially successful retirement
experience? Specific items for fiduciary review are participation rates, average deferral rates, appropriate asset
allocation/diversification and average account balances.
7. Review participant communication/education programs. Fiduciaries are required to ensure all participants have sufficient information to make informed
investment decisions. Is there evidence this is currently
the case? If not, what would be appropriate courses of
action?
Be sure to pursue the above issues, and any others, with
the appropriate degree of procedural prudence as required of ERISA fiduciaries. Investigate the issues, take
the appropriate action, and document the entire process. Contact your plan consultant for assistance with
any of the areas identified above.
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ARE YOU READY FOR AN AUDIT?

Several events can trigger a DOL or IRS audit, such as employee
complaints or self-reporting under the annual submission
of the Form 5500. Often times an audit is a random event,
which is why you should always be prepared. Listed below are
several key items typically requested in an initial letter sent
by the IRS or the DOL in connection with a retirement plan
audit. These items should be readily accessible by the plan
administrator at all times the plan is in operation.
• Plan document and all amendments
• Summary plan description
• Investment policy statement
• Copy of the most recent determination letter
• Copies of Forms 5500 and all schedules
• Plan’s correspondence files (including meeting minutes)
• Plan’s investment analyses
• ADP and ACP testing results
• Most recent account statements for participants and
beneficiaries
• Contribution summary reports (i.e., evidence of receipt of
these monies by the plan’s trust)
• Loan application, amortization/repayment schedule (for all
loans)
If you have questions about preparing for an audit, or need
plan design review assistance, please contact your plan
consultant.

COMMUNICATION CORNER: When should I take Social Security benefits?
This month’s employee memo explores the different factors participants should consider when
deciding when to begin taking Social Security benefits.
As a reminder, we post each monthly participant memo online via the Fiduciary BriefcaseTM
(fiduciarybriefcase.com).
Call or email Brad or Matt if you have questions or need assistance at
405-608-8660. brad@heritagetrust.com | matt@heritagetrust.com
The “Retirement Report” is published monthly by Retirement Plan Advisory Group’s marketing team. This material is intended for informational purposes only
and should not be construed as legal advice and is not intended to replace the advice of a qualified attorney, tax adviser, investment professional or insurance
agent.
(c) 2014. Retirement Plan Advisory Group.
To remove yourself from this list, or to add a colleague, please email Aaron Jack at ajack@heritagetrust.com or call (405) 608-8660.
Heritage Institutional Services LLC is a registered investment advisor.

