/" CFO/HR Conference

ir fnia June 19-20, 2024
Private Colleges Sweet Briar College

Wednesday, June 19, 2024

9:00—9:30 Check-in/Continental Breakfast — Wailes Conference Center, Boxwood Lobby,
main level

9:30 —10:00 Welcome and Introductions — Boxwood Ballroom, main level

10:00 — 11:00 Plenary Session — Navigating the Risks of Closing Academic Departments or

Programs — Boxwood Ballroom
Hal Johnson, Williams Mullen

11:00 — 11:30 Vendor Fair — Conference Rooms A & B, lower level

Thank you to our Strategic Partners and exhibitors in attendance!
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11:30—12:30

12:30 —1::45

1:45—2:45

2:45—3:45

3:45— 4:15

4115 - 5115

Wednesday, June 19, 2024 (continued)

Dual Tracks
CFO - Patio Room D, lower level
Mid-Year Capital Market and

Economic Update
Ken Barnes, SageView

Lunch — Boxwood Ballroom

HR - Patio Room C, lower level

Discussion of New Overtime Rule
and Its Implications
Stephanie Karn, Williams Mullen

Thank you to our lunch sponsors!
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Dual Tracks
CFO - Patio Room D

Maximize the Use of Historic Tax

Credits in Virginia

Beth Schulhof, Brown Edwards

William Roach, Commonwealth Advisors
Capital

Ken Copeland, Vice President for
Business Affairs & Finance, Hampden-
Sydney College

Dual Tracks
CFO - Patio Room D

A Legal Perspective on Artificial
Intelligence Risk, Cyber Insurance,
Privacy, and Technology Concerns
in 2024

Beth Burgin Waller, Woods Rogers

HR —Patio Room C

Your Retirement Plan: Resources

and Considerations for Recruiting

and Retaining Employees

Jordan Smith, Millennium Advisory
Services

R — Patio Room C

2024 Updates to Title IX
Martha Compton, Grand River
Solutions

Vendor Fair and Afternoon Break — Conference Rooms A & B

Dual Tracks

CFO - Patio Room D

R — Patio Room C



6:15—7:00

7:15

7:00
8:15-8:45

8:45—9:45

9:45 —11:15

11:15—12:15

12:15—5:00

Using the Direct Pay Investment Recruiting and Retaining Talent in
Tax Credit Option (ITC) to Meet Your the Post-Pandemic World
Sustainability Goals and Reduce J. Scott Derrick, Spelman Johnson
Your Deferred Maintenance

Kevin DeLeon, Schneider Electric

Reception — Pannell Gallery, Anne Gary Pannell Center

Thank you to our reception sponsor!
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More than money.

Dinner —Wailes Lounge, Wailes Conference Center

Thank you to our dinner sponsor!

aramark 2

Thursday, June 20, 2024

Sunrise Yoga with Sue Carter — Conference Room A, Wailes Center
Continental Breakfast — Boxwood Lobby

Plenary Session — Unleashing the Power: Current Trends in Mental,
Behavioral Health, and Well-being on Employee Performance and
Organizational Outcomes — Boxwood Ballroom

Kassi O'Brien, Scott Insurance

Dina Fonzone, Scott Insurance

Dual Tracks — Roundtable Discussions

CFO - Patio Room D R — Patio Room C

Boxed Lunches and MEP Orientation | — Boxwood Ballroom

MEP Orientation Il - Wailes Lounge



Contact Contact
Last Name |First Name Contact Email Address College or University Job Title
Director of Human Resources and Title IX
Bradley Kathy kbradley@sbc.edu Sweet Briar College Coordinator
Executive Vice President for Finance &
Bruce Stephen stepbru@regent.edu Regent University Administration
Bryan Peter pbryan@sbc.edu Sweet Briar College CFO
Carter Sue svcarter@hsc.edu Hampden-Sydney College Director of Human Resources
Cooper Tyson tyson.cooper@svu.edu Southern Virginia University Vice President of Finance/CFO
Copeland Ken syeatts@hsc.edu Hampden-Sydney College Vice President for Business Affairs & Finance
Assistant Vice President for Finance and
Dixon Caroline  |cdixon@bluefield.edu Bluefield University Administration
Edmonds  |Kerry kedmonds@hollins.edu Hollins University EVP & COO
Edmondson |Angie aedmonds@ehc.edu Emory & Henry College Chief Financial Officer
Godzwa Alicia agodzwa@hollins.edu Hollins University Chief Human Resources Officer
Gurth Lindsey sgurth@bridgewater.edu Bridgewater College Human Resources Manager
Harman Holli hharman@®@acp.edu Appalachian College of Pharmacy  |CFO & HR
Harris Marilyn marilyn.harris@emu.edu Eastern Mennonite University Director of Human Resources
Interim VP of Compliance, Operations, and
Hill Todd tshill@ferrum.edu Ferrum College Personnel & Title IX Coordinator
Irvine Michelle sirvine@marybaldwin.edu Mary Baldwin University Director of Human Resources
Jackson Sharon sjackson@rmc.edu Randolph-Macon College Director of Human Resources
Jarrett Courtney |lsaville@su.edu Shenandoah University VP of Finance/CFO
Lanham Terry lanham_t@lynchburg.edu University of Lynchburg Interim VP for Finance
Meador Melissa mmeador@randolphcollege.edu  [Randolph College Director of Human Resources
Mowen David mowen@roanoke.edu Roanoke College Vice President of Business Affairs & Treasurer
Pedneau Judy jpedneau@bluefield.edu Bluefield University Director of Human Resources
Peery Tracy tpeery@ehc.edu Emory & Henry Director of Human Resources
Pitonyak Matthew |mpitonyak@bluefield.edu Bluefield University Vice President for Finance and Administration
Price Tracy tprice@sbc.edu Sweet Briar College Controller
Reardon Penny preardon@bridgewater.edu Bridgewater College Director of Finance and Budget
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Contact Contact
Last Name |First Name Contact Email Address College or University Job Title
Reich Ashley ahageman@liberty.edu Liberty University Senior Vice President of University Compliance
Sauer Jenni jsauer@sbc.edu Sweet Briar College AVP of Finance
Vice President for Human Resources &
Smith Martha martsmi@regent.edu Regent University Administration (CHRO)
Thomas Rikki rikki.thomas@hamptonu.edu Hampton University Senior Director of Human Resources
Tune Kathie ktune@averett.edu Averett University CHRO
Tyree Jonathan |jtyree@randolphcollege.edu Randolph College VP for Finance and Administration
Vaglio Sandy svaglio@randolphcollege.edu Randolph College Controller
Vineyard Michele vineyard@roanoke.edu Roanoke College Senior Director of Human Resources
Watkins Denise DeniseWatkins@rmc.edu Randolph-Macon College Assistant Vice-President of Finance
Young Rob robyoung@rmc.edu Randolph Macon College Vice President of Administration and Finance




NAVIGATING THE RISKS OF CLOSING
ACADEMIC DEPARTMENTS OR
PROGRAMS

Harold E. Johnson

WILLIAMS MULLEN




PRESENTER \

Harold “Hal” E. Johnson
Partner

T:804.420.6447
hjohnson@williamsmullen.com
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Four Categories of Risk Associated with Program Closure
1. Enterprise Risk
2. Operational Risk
3. Reputational Risk
4. Legal and Regulatory Risk

Tips and Advice for Program Closure

S
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ENTERPRISE RISK \

* What is the risk of doing nothing? rd
— Can you afford to maintain underperforming programs?

« What impact will closing programs have?
— Cost-savings are not always immediate
— Closing programs can cost money in the short-term

» Importance of Data

— Internal — enrollment by program, costs vs. revenues, etc.
— External — market-driven analysis

DS
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DPERATIONAL RISK \
« What impact will program closure have on...

— Relationships with Faculty and Staff?
— Student Enrollment and Retention?
— Relationships with Donors?

— Accreditation?

S
WILLIAMS MULLENZfindngyes




OPERATIONAL RISK \

« Can you mitigate these operational risks? I
« Objective and Deliberate Process
— Faculty Involvement in Evaluation of Programs?
— Navigating Faculty Handbook?

« Timing of Announcement and Changes

« Messaging and Communications Strategy
— Different strategies for Different Audiences

DS
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REPUTATIONAL RISK \

* Negative publicity in community at large.
— Less of a concern than it was a few years ago.

» Real concern is impact on student enrollment/recruitment.
— Again, development of a messaging strategy is vital.

S
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LEGAL AND REGULATORY RISK \

» Faculty Contracts and Handbooks I
 Employment Law — (WARN Act, COBRA, etc.)

* Revised Title IV Regulations on Financial Accountability
— Financial Warning Signs and Financial Exigency
— Department’s Requirement of Financial Protection
— Cutting Programs and the 25% Rule

DS
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TIPS AND ADVICE \

« Start Early and Plan Ahead rd

— Requirements of Faculty Handbooks
« Deadlines for renewal of faculty appointments
* Processes for program closure
« Will Board action comply with or supercede Handbook?

— Importance of Objective Criteria and Process

S
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TIPS AND ADVICE

« Messaging ;4

— How transparent can you be?
« Don’t Let The Threat of Litigation Drive Your Decision-Making.

« Consult with Counsel Early On!

S
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CONTACT
.

Harold “Hal” E. Johnson
Partner

T:804.420.6447
hjohnson@williamsmullen.com

Please note: This presentation contains general, condensed summaries of actual legal matters, statutes and opinions for information purposes. It is not meant to be and
should not be construed as legal advice. Individuals with particular needs on specific issues should retain the services of competent counsel.
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SAGE
=V
Midyear Capital Market and Economic
Update

June 2024

Ken Barnes, CFP®, CIMA®, Senior Investment Consultant
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ECONOMIC GROWTH

The U.S. economy ended 2023 on a high note, with the fourth quarter marking the sixth consecutive quarter of growth at or above 2%. While the
economy may struggle to match last year’s impressive performance, 2024 looks set to be another year of expansion. Overall, the U.S. economy remains
on a soft-landing track, although last year's momentum looks set to fade. That said, with a U.S. election on the horizon, high policy rates, and elevated
geopolitical tension, risks remain that could knock the U.S. economy off its steady path.

Real GDP Components of GDP
Trillions of chained (2017) dollars, seasonally adjusted at annual rates 1Q24 nominal GDP, USD trillions
$24 $29
13.7% Investment ex-housing
$22 GDP (%) 2Q23 3Q23 4Q23 1Q24 $25
Q/Qsaar 2.1 4.9 34 1.3
YIY 2.4 2.9 3.1 2.9 $21 17.5% Gov't spending
$20 _
Trend growth:
20% - . $17
7
7
$18 $13
$9 67.8% Consumption
$16
$5
$14
$1
$12 . . . . . . . . . . . -3.0% Net exports
'01 '03 '05 '07 '09 "11 "13 "15 "7 "19 '21 '23 -$3

Source: BEA, FactSet, J.P. Morgan Asset Management. Values may not sum to 100% due to rounding. Trend growth is measured as the average annual growth rate from business cycle peak 1Q01 to business
cycle peak 4Q19. Guide to the Markets - U.S. Data are as of March 31, 2024..



INFLATION - CPlI AND CORE CPI

The Consumer Price Index held flat in May though it increased 3.3% from a year ago. Both numbers were 0.1 percentage point below market
expectations. Prior to this announcement, the FOMC noted the risks of achieving both their inflation and unemployment goals “have moved toward
better balance,” but “there has been a lack of further progress toward the Committee’s 2% inflation objective.

15%
50-yr.avg. Mar.2024 Apr.2024
Recession Headline CPI 3.8% 3.5% 3.4%
Core CPI 3.9% 3.8% 3.6%
12% ‘ Food CPI 3.7% 2.2% 2.2%
| Energy CPI 4.2% 21% 2.5%
Headline PCE deflator 3.3% 2.7% 2.7%
Core PCE deflator 3.3% 2.8% 2.8%
9% {

6% 'VV 4, \\

3% ;’ &Y n—{w‘ww(‘w'w. " ‘,rkyl"

|

-3%
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Source: Source: BLS, FactSet, J.P. Morgan Asset Management.



INFLATION - CPI COMPONENTS

Stalling progress on disinflation in recent months has sparked concerns that inflation may be sticky above the Fed’s target. However, stable supply
chains, moderating wage growth and substantial decreases in shelter and auto insurance prices should allow inflation to continue its slow descent to
2%.

Contributors to headline CPI inflation Contributors to core services ex-shelter CPI inflation*
Contribution to y/y % change in CPI, non-seasonally adjusted Contribution to y/y % change in custom CPI index, non-seasonally adj.
10% 10%
W Energy W Core goods ° I Other services B Recreation services
9% g 6;'1% B sheiter M Food at home 9% . Education and comm. services . Medical services
D7 8.5% . B Dining, recreation and other svcs. i i
8.3%8:2% ) B Auto insurance I Other transportation services
8% 1% M Auto insurance 8%
71%
7% 6.5% 7% 6.6%
> 7%6.4% 6.4%g_39, 6.4%.3%
6.0% 61%
6% 6% L 5T% S
5.5% a0, 5.4%
5.0% 4199, 5.0% %
5% 5% 46% a7 0"
% 3.89% 4.1%41%
4% 3T% 35% 5 40, 4% 360,300 3.5% gy
. o 3 3 :3 Ve & L7y ’

3% : 3%

2% 2%

1% 1%

0% 0%
1% -1%
-2% -2%

May '22 Sep 22 Jan '23 May '23 Sep '23 Jan 24 May '22 Sep 22 Jan '23 May '23 Sep '23 Jan 24

Source: BLS, FactSet, J.P. Morgan Asset Management. Contributions mirror the BLS methodology on Table 7 of the CPI report. Values may not sum to headline CPI figures due to rounding and underlying
calculations. *Core services ex-shelter CPI is a custom index using CPI components created by J.P. Morgan Asset Management. (Left) “Shelter” includes owners’ equivalent rent, rent of primary residence and
home insurance. Guide to the Markets - U.S. Data are as of March 31, 2024.



INTEREST RATES - EXPECTATIONS

Two takeaways from the May FOMC meeting;:

1. The Federal Reserve will remain on the sidelines for longer than previously expected. “...readings on inflation have come in above expectations. It is
likely that gaining such greater confidence will take longer than previously expected.”

2. The next move is still likely to be a rate cut. “I think it's unlikely that the next policy rate move will be a hike. I'd say it's unlikely. You know, our policy
focus is really what | just mentioned, which is how long to keep policy restrictive.”

8%
FOMC March 2024 forecasts
Percent
Long
7% 2024 2025 2026
Change in real GDP, 4Q to 4Q 2.1 2.0 2.0 1.8
Unemploymentrate, 4Q 4.0 41 4.0 4.1
6% Headline PCE inflation, 4Q to 4Q 24 22 20 2.0
Core PCE inflation, 4Q to 4Q 26 2.2 2.0 5.38%
5% == Federal funds rate "' 4.96%
€ FOMC year-end estimates ‘
€ Marketexpectations 4.60% *.;, 4.04%
4% ‘ 0
4 FOMC long-run projection* . “® 3.80%
3.90% %,
Range of market expectations since Dec. '23 SEP .
0 &
3% 340%% 5 60%
4
2%
1%
0% T T T T T

'93 '95 '97 '99 '01 '03 '05 '07 '09 "11 13 15 17 19 21 '23 '25 Longrun

Source: BLS, FactSet, J.P. Morgan Asset Management.

CPI used is CPI-U and values shown are % change vs. one year ago. Core CPI is defined as CPI excluding food and energy prices. The Personal Consumption Expenditure (PCE) deflator employs an evolving chain-
weighted basket of consumer expenditures instead of the fixed-weight basket used in CPI calculations.



THE LABOR MARKET

The US labor market added more jobs than expected in May. The May jobs report showed the labor market added 272,000 nonfarm payroll jobs in May,
significantly more additions than the 180,000 expected by economists. Wages, considered an important metric for inflation pressures, increased 4.1%
year over year, reversing a downward trend in annual gains from the month prior. Wage growth, on the other hand, should moderate in the year ahead
as a slowing economy and declining corporate profits ease upward pressure on wages.

16%
Apr. 2020:14.8%

14% 50-year avg.

Unemployment rate 6.2%

Wage growth 3.9%
12%

Nov. 1982:10.8%
Oct. 2009:10.0%

10%

May 1975:9.0%

8, Jun. 1992:7.8% Mar.2022:
b ‘ \ 7.0%
|
.2003:6.3%

6%

1% | = = - - - - - -
2%
May 2024:4.2%
May 2024:4.0%
0% T
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Source: BLS, FactSet, J.P. Morgan Asset Management. Private production and non-supervisory jobs represent just over 80% of total private nonfarm jobs.



US CONSUMER - BALANCE SHEET

Consumer balance sheets held up remarkably during the pandemic thanks to massive fiscal support. The household debt service ratio, which is the
percent of after-tax income used to make payments on mortgages and other consumer debt, declined to a 40-year low during the pandemic. Since that
time, aggressive Fed tightening has contributed to higher household borrowing costs and a rise in this metric. The bottom right, shows flow of auto,

credit card, and student loans into 30-day delinquency. After remaining flat for most of the prior decade, delinquencies are starting to increase for auto
and credit card loans.

Consumer balance sheet Household debt service ratio
1Q24, USD trillions, not seasonally adjusted Debt payments as % of disposable personal income, SA
$200 14% 4Q07: 13.3%
Total assets: $181.4tn 13%
$180
12%
1Q80:
119 10.6%
$160 Homes: 28% % 1Q2‘:**=
10% 9.9%
$140
9%
Other tangible: 5%

$1 20 8% T T T T T T T T
Deposits: 8% ‘80 '85 '90 '95 ‘00 '05 10 15 '20

$100 Flows into early delinquencies
Pension funds: 18% % of balance delinquent 30+ days
$80 Other non-revolving: 2% 16%
Revolving*: 6% 14%
$60 Auto loans: 8% 12%

Other liabilities: 10%
Student debt: 9%

10%

8%
$40 Other financial assets: 42% ?
T 6% Loans
$20 Total liabilities: $20.6tn 4% Auto 0%,
20, Credit card 8.9%
Mortgages: 66% Oo/o Student loan  1.0%
$0 ) T T T T T T T . . r
Assets Liabilities '03 '05 '07 '09 11 13 15 17 M9 21 '23

Source: FactSet, FRB, J.P. Morgan Asset Management; (Top and bottom right) BEA.

Data include households and nonprofit organizations. SA - seasonally adjusted. *Revolving includes credit cards. Values may not sum to 100% due to rounding. **1Q24 figures for debt service ratio are J.P.
Morgan Asset Management estimates.



US CONSUMER - STILL SPENDING

The resilience of the U.S. economy is defying expectations this year as consumers continue to spend in the face of higher prices. However, recent signs
of weakness, such as slowing demand for consumer loans, could signal that consumers are finally feeling the pain of higher interest rates. Because
consumer spending accounts for roughly 70% of U.S. GDP, it will be a key determinant in the economy’s ability to continue outperforming the rest of the
world. At the moment, we believe there is not enough evidence to suggest consumer resilience is collapsing. Unless there are further downward
revisions or signs of weakness in spending, the resilience of the U.S. consumer will likely continue to support slowing but solid economic growth.

US. Consumers Still Spending — US Real Persrel

Consumption

Source: Bloomberg data as of June 3, 2024.



S&P 500 - INDEX CONCENTRATION

History shows that valuations of the top 10 stocks have not always been greater than the rest of the index, but more recently they have been increasing
given more excitement about themes like Al. The right two charts shows that despite the earnings contribution of the top 10 stocks not increasing, their
weight in the index has been increasing significantly recently. Most of their price growth has been driven by multiple expansion rather than earnings.

P/E ratio of the top 10 and remaining stocks in the S&P 500 Weight of the top 10 stocks in the S&P 500

Next 12 months, 1996 - present

% of market capitalization of the S&P 500

49x 40%
Current Average % of avg. ) o
Top 10 29.6x 20.4x 145% 36% Jun. 11, 2024: 36.8%
44 Remaining stocks 17.5x 15.7x 112% o
x S&P 500 20.8x 16.6x 125% 32%
28%
39x 24%
20%
34x 16%
12% T T T T T T T T T T T T T T
29x '96 '98 '00 '02 '04 '06 '08 10 12 14 16 '18 '20 '22 '24
Earnings contribution of the top 10 in the S&P 500
Based on last 12 months’ earnings
24x 36%
32%
Jun. 11, 2024: 27.1%
19x 28%
\, ‘/\'h 24%
14x 20%
\ AJr
| 16%
9X 12% T T T T T T T T T T T T T T

'96 '98 '00 '02 '04 '06 '08 M0 12 14 16 18 '20 '22 '24

Source: FactSet, Standard & Poor’s, J.P. Morgan Asset Management.

'96 '98 '00 '02 '04 '06 '08 '10 '12 '14 '16 '18 '20 '22 '24

The top 10 S&P 500 companies are based on the 10 largest index constituents at the beginning of each month. As of 5/31/2024, the top 10 companies in the index were MSFT (7.0%), AAPL (6.3%), NVDA
(6.1%), AMZN (3.6%), META (2.3%), GOOGL (2.3%), GOOG (1.9%), BRK.B (1.7%), LLY (1.5%), JPM (1.3%), and AVGO (1.3%). The remaining stocks represent the rest of the 492 companies in the S&P 500..



MARKET RALLY BROADENING

During the first quarter, we did see early signs of broadening market participation with all sectors except Real Estate showing positive returns. However,
momentum remained the dominant market factor, fueled by heavy interest in the A.l., with a continuation of strong gains in a handful of mega-cap
technology stocks. While not as stark as what we witnessed last year, the top four performers within the so-called “Magnificent Seven” - NVIDIA, Meta
Platforms, Amazon and Microsoft - accounted for roughly half of the S&P 500’s gain for the quarter.

March 2024 All-Time Highs

. A . IAbbvie Inc Fortive Corp Nxp Semiconductors Nv
% Of S&P 500 A"-Tlme nghs by Date AChIeved* IAdvanced Micro Devices Gartner Inc O'Reilly Automotive Inc
Aflac Inc Ge Healthcare Technology 0ld Dominion Freight Line
Allstate Corp General Dynamics Corp Oneok Inc
IAmerican Express Co Hca Healthcare Inc Oracle Corp
IAmeriprise Financial Inc Hewlett Packard Enterprise Otis Worldwide Corp
IAmetek Inc Hilton Worldwide Holdings In Paccar Inc
IAmphenol Corp-Cl A Howmet Aerospace Inc Packaging Corp Of America
Applied Materials Inc Hubbell Inc Parker Hannifin Corp
Arch Capital Group Ltd Huntington Ingalls Industrie Pentair Plc
Arista Networks Inc Idexx Laboratories Inc Phillips 66
Arthur J Gallagher & Co Illinois Tool Works Progressive Corp
Autozone Inc Ingersoll-Rand Inc Ptc Inc
IAxon Enterprise Inc Intercontinental Exchange In Pultegroup Inc
63.4% Boston Scientific Corp Intuitive Surgical Inc Quanta Services Inc
Broadcom Inc Iron Mountain Inc Raymond James Financial Inc
Brown & Brown Inc Jabil Inc Rollins Inc
Builders Firstsource Inc Jacobs Solutions Inc Roper Technologies Inc
ICadence Design Sys Inc Jpmorgan Chase & Co Royal Caribbean Cruises Ltd
Cardinal Health Inc Kla Corp Salesforce Inc
26 8% ICarrier Global Corp Lam Research Corp Smith (A.O.) Corp
. Caterpillar Inc Leidos Holdings Inc Snap-On Inc
ICdw Corp/De Lennar Corp-A Steel Dynamics Inc
Cencora Inc Linde Plc Stryker Corp
IChipotle Mexican Grill Inc Loews Corp Super Micro Computer Inc
Chubb Ltd Marathon Petroleum Corp T-Mobile Us Inc
IChurch & Dwight Co Inc Marriott International -Cl A Textron Inc
Cintas Corp Marsh & Mclennan Cos The Cigna Group
IColgate-Palmolive Co Martin Marietta Materials Tractor Supply Company
Constellation Energy Masco Corp Trane Technologjes Plc
ICopart Inc Mastercard Inc -A Transdigm Group Inc
Costco Wholesale Corp Mckesson Corp Travelers Cos Inc/The
ICummins Inc Merck & Co. Inc. Uber Technologies Inc
Darden Restaurants Inc Meta Platforms Inc-Class A Ulta Beauty Inc
Davita Inc Micron Technology Inc United Rentals Inc
Deckers Outdoor Corp Microsoft Corp Universal Health Services-B
Diamondback Energy Inc Molina Healthcare Inc Valero Energy Corp
Dr Horton Inc Monolithic Power Systems Inc Veralto Corp
® Mar 24 Rest of 1Q24 m 2023 EPrior Eaton Corp Plc Monster Beverage Corp Visa Inc-Class A Shares
Eli Lilly & Co Motorola Solutions Inc Vulcan Materials Co
Emerson Electric Co Nordson Corp Wabtec Corp
Equinix Inc Nrg Energy Inc Walmart Inc
Fair Isaac Corp Nucor Corp Waste Management Inc
Fastenal Co Nvidia Corp Wr Berkley Corp
Fiserv Inc Nvr Inc Ww Grainger Inc

Source: AllianceBernstein.



MAGNIFICENT 7 - EARNINGS DYNAMIC

While the Mag 7 stocks have dominated in market performance since 2023, these 7 stocks severely underperformed in 2022, highlighting their greater
volatility. After contracting in 2022, Mag 7 EPS grew strongly in 2023 relative to the rest of the index, where earnings in aggregate contracted. Finally,
while overall the performance of the Mag 7 in aggregate has been stellar this year, there has been significant dispersion is returns as Tesla has
underperformed in 2024 and NVIDIA has continued its strong performance.

Performance of “Maghnificent 7” stocks in S&P 500* Earnings growth
Indexed to 100 on 1/1/2021, price return Pro-forma EPS, y/y
200 60% .
Returns 21 22 23 YTD ‘24 5% i 50% B Mag 7
Magnificent 7 40% -40% 76% 29% i . S&P 500 ex -Mag 7
S&P 500 ex-Mag 7 17% -8% 8% 5% 40% ;
180 S&P 500 27% -19% 24% 13% 30% ;
20% E 17% 1 80/01 7%
10%
160 0% |
10% 4% 2%

20% 1-14%
2022 2023 2024F ' 1Q24F 2Q24F 3Q24F 4Q24F

140 Magnificent 7 performance dispersion
Price returns, best, median and worst performing Mag 7 stock by year
0,
275% Best: 239%
120
200%
144%
1259
125% %
100 . o <> 70%
50%
50% <> ¢ Worst: 48% <> 25%
-25% 2% ' '
-31%
-RBY
80 -100% 85%
21 22 23 24 2021 2022 2023 YTD '24

Source: FactSet, Standard & Poor’s, J.P. Morgan Asset Management.

*Magnificent 7 includes AAPL, AMZN, GOOG, GOOGL, META, MSFT, NVDA and TSLA. Earnings estimates for 2024 are forecasts based on consensus analyst expectations.



INVESTING AT ALL-TIME HIGHS

Investors usually use all-time highs as a reason to stay in cash or on the sidelines. However, history suggests that investing at all-time highs is not a bad
strategy because new highs are typically clustered together. Since 1950, there would have been many instances in which an investor sitting on the
sidelines with markets near all-time highs would have never seen a better entry point.

All-time highs and market floors
S&P 500 price index, daily, 1950 - today

7,000

6,000

5,000

4,000

3,000

2,000

1,000

0

% of days S&P 500 closes at all-time high (ATH)
% of ATHs that act as market floor*

6.6%
30.2%
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S&P 500 price index
® All-time highs that set a market floor*

Source: FactSet, Standard & Poor’s, J.P. Morgan Asset Management.

Average cumulative S&P 500 total returns
Jan. 1, 1988 - Dec. 31, 2023

60%

50%

40%

30%

20%

10%

0%

. Invest on any day**
. Invest at a new high
48.1%

5.8% 5.9%

3 months 6 months 1 year 2 year 3 year

Market floor is defined as an all-time high from which the market never fell more than 5%. (Right) **"Invest on any day" represents average of forward returns for the entire time period whereas "Invest at a new
high" represents average of rolling forward returns calculated from each new S&P 500 high for the subsequent 3-months, 6-months, 1-year, 2-year and 3-year intervals, with data starting 1/1/1988 through

12/31/2023.



STOCK AND BOND CORRELATION

At the beginning of 2022, both the U.S. stock and bond markets were highly sensitive to interest rates. At this time the Federal funds rate sat just above
0%, giving investors no “coupon cushion” in the event that rates started to increase. When the Federal Reserve began its rate hiking cycle last March,

both asset classes sold off significantly, resulting in positive stock/bond correlation. However, looking forward, it seems reasonable to assume that the
historical invesrse relationship will “hormalize” in the coming months.

Highest correlation between stocks and bonds in history

3-year rolling correlation, 1/1/26 - 5/31/24
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With higher correlations, bonds have provided less

effective ballast

Percentage of months when bonds were positive when stocks were negative,

1/1/26- 5/31/24

Since 1926

38%

Last 3 years

- 7%

Bonds Stocks

Sep-22 -4.32 -9.21
Apr-22 -3.79 -8.72
Jun-22 -1.57 -8.25
Dec-22 -0.45 -5.76
Jan-22 -2.15 -5.17
Sep-23 -2.54 -4.77
Sep-21 -0.87 -4.65
Apr-24 -2.53 -4.08
Aug-22 -2.83 -4.08
Feb-22 -1.12 -2.99
Feb-23 -2.59 -2.44
Oct-23 -1.58 -2.10
Aug-23 -0.64 -1.59
Nov-21 0.30 -0.69

Source: Morningstar as of 5/31/24. U.S. stocks are represented by the S&P 500 TR Index from 3/4/57 to 5/31/24 and the IA SBBI U.S. Lrg Stock TR USD Index from 1/1/26 to 3/4/57. U.S. bonds are
represented by the IA SBBI US Gov IT Index from 1/1/26 to 1/3/89 and the Bloomberg U.S. Agg Bond TR Index from 1/3/89 to 5/31/24. Past performance does not guarantee or indicate future results. Index
performance is for illustrative purposes only. You cannot invest directly in the index



DOMESTIC VS INTERNATIONAL STOCKS

Global diversification remains a cornerstone of sound portfolio construction. Over the long run, international equities have boosted returns while also
reducing portfolio risk, thanks to foreign stocks’ lower correlation with US stocks. However, recent market dynamics have favored US equities, leaving
international counterparts trailing. Whether this pattern will persist remains uncertain—we’ve recently seen some very slight outperformance from
foreign stocks. What is evident, though, are the significant changes to global equities over the past several decades. In the late 1980s, US stocks
represented just over 30% of global market capitalization and Japan dominated with over 40%.Today, the US dominates with over 60% of world
capitalization, with Japan representing just 6%.

MSCI EAFE and MSCI USA relative performance
U.S. dollar, total return, cumulative outperformance
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*Source: JPMorgan Guide to the Markets, April 2024. Regimes change determined when cumulative outperformance peaks and is not reached again in the subsequent 12-month period.



Yield

FIXED INCOME

Expectations for Fed rate cuts waned during the quarter as both core CPl and PCE readings remained elevated. Treasury yields rose during the 15t
quarter as expectations for rate cuts receded. By February, following ongoing growth, total money market funds assets equaled total bond fund assets.
In the past, when money market assets have equaled or exceeded bond fund assets, subsequent rate cuts have led to materially higher returns from

bonds than from money markets.

Performance following periods when money market

Fixed Income Market Returns

or bond fund asset are greater
Following 12-month performance for each scenario (1/1/93 - 2/29/24)

Source: BlackRock - Student of the Market (April 24) 11.2
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FIXED INCOME - BEAR MARKET

The Bloomberg Aggregate Bond Index is currently experiencing its largest drawdown since its inception in 1976 in terms of both magnitude and length of
time. At its nadir, the Barclays Aggregate was down more than 18%. That said, with market and Fed expectations now largely in-line, the worst of bond
market volatility is likely behind us, and current yields appear increasingly attractive. With higher yields now offering an attractive “yield cushion,” fixed
income offers strong asymmetric returns. Taking the U.S. Aggregate as an example; if yields were to fall by 1%, an investor could expect a return

upwards of 11%. However, if rates were to rise by 1%, the coupons from the bonds would help offset some of the price depreciation, and that same
investor could expect a loss of only 1.5%.

Largest drawdowns for the core bond index
1/1/26 - 3/31/24

Start (peak) # of Max
months drawdown
2020 (currently -10.5%)
May March o
1958 1960 21 -5.2%
June November 0
1980 1981 16 -9.0%
August January o
1954 1956 16 -2.0%

Performance during current bond bear market
8/1/20-3/31/24

7.5%
5.4%
2.5%
-7.3%
-105% -10.0%
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Source: Morningstar as of 3/31/24. U.S. core bonds represented by the Bloomberg U.S. Agg Bond TR Index, Active core bonds by the Morningstar active core bond category average, Core bond plus by the
Morningstar core bond plus category average, Short bonds by the Morningstar short bond category average, Multisector bond by the Morningstar multisector category average and Non-traditional bonds by the
Morningstar non-traditional bond category average. Index performance is for illustrative purposes only. You cannot invest directly in the index. Past performance does not guarantee or indicate future results.



US STOCK SECTORS BY PRESIDENT

Technology has remained in the top 2 sectors for 4 of the past 5 presidencies. Despite very different presidential political agendas the top three
performing sectors were the same in both the Obama and Trump presidential terms (though in a different order). Additionally, Energy was the worst
performing sector

Clinton Bush Obama Trump Biden
Info. Technology 30.3% Energy 9.9% Consumer Disc. 18.6% Info. Technology 26.8% Energy 47.2%

Financials 22.4% Materials 6.6% Info. Technology 16.4% Consumer Disc. 18.6% Info. Technology 21.9%

Health Care 14.2% Health Care 12.7% Financials 19.2%

Cons. Staples 12.8%

Energy 16.0% Industrials -1.0% Industrials 12.7%

Health Care 21.8% Cons. Staples 4.2%

Industrials 18.5% Utilities -0.1% Utilities 9.9% Industrials 16.2%

Materials 12.7%

Real Estate 12.7% Comm. Services 9.1% Health Care 12.5%

Materials 9.9%

Comm. Services 15.1% Health Care-2.2%

Consumer Disc.-2.3%

Financials -4.4%

Consumer Disc. 14.0% Utilities 10.9% Industrials 8.5% Comm. Services 11.9%

Utilities 13.4% Materials 10.1% Cons. Staples 7.4% Cons. Staples 9.2%

Cons. Staples 13.0% Comm. Services -5.1% Comm. Services 9.5% Financials 6.8% Consumer Disc. 7.4%

Materials 6.6%

Info. Technology -8.7% Financials 7.2% Real Estate 6.5% Real Estate 6.9%

Energy 5.0% Energy -16.4% Utilities 3.8%

Source: Morningstar as of 3/31/24. Technology represented by the S&P 500 information technology sector index, Health care represented by the S&P 500 health care sector index, Financials represented by
the S&P 500 financial sector index, Industrials represented by the S&P 500 industrial sector index, Materials represented by the S&P 500 materials sector index, Consumer discretionary represented by the
S&P 500 consumer discretionary sector index, Communication services represented by the S&P 500 communication services sector index, Real estate represented by the S&P 500 real estate sector index and
Consumer staples represented by the S&P 500 consumer staples sector index. Past performance does not guarantee or indicate future results. Index performance is for illustrative purposes only. You cannot
invest directly in the index. Clinton period is from 11/4/1992 to 12/13/2000, Bush time period from 12/14/2004 to 11/4/2008, Obama time period from 11/5/2008 to 11/8/2016 and

Trump time period from 11/9/2016 to 11/3/2020. Biden period is from 11/4/2020 to 3/31/24



EQUITIES - ELECTION YEARS

The first half of presidential election years tend to be sluggish, followed by a big second half. It's time in the market that matters... not the president’s
political party. Additionally, election years have benefited U.S. stocks. Election years historically have seen negative returns for U.S. stocks at nearly half

the rate as non-election years.

Last 10 years, $100,000 invested 12/31/2013,
depending on which party held the presidency

== INVested only for Democrats
Invested only for Republicans

= [NVested the entire time
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Last 70 years, $1,000 invested 12/31/1953, depending
on which party held the presidency

== INvested only for Democrats
Invested only for Republicans

= |NVESted the entire time
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Source: Morningstar as of 12/31/23. Stock market represented by the S&P 500 Index from 1/1/70 to 12/31/23 and IA SBBI U.S. large ca p s tocks index from 1/1/54 to 1/1/70. Past performance does not
guarantee or indicate future results. Index performance s for illustrative purposes only. You cannot invest directly in the index.
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FLSA BACKGROUND

The Fair Labor Standards Act (FLSA) establishes minimum wage, overtime pay, recordkeeping,
and youth employment standards affecting employees in the private sector and in Federal,
State, and local governments.

> Covered, nonexempt workers are entitled to a minimum wage of not less than $7.25 per hour, as well as
overtime pay for all hours worked over 40 in a single workweek.

— Of course, in Virginia, the minimum wage currently is $12.00* per hour.

> Unless an employee is exempt under one of a limited number of exemptions, they are entitled to at least
the minimum wage rate for all hours worked, and overtime for all hours worked over 40 in a single
workweek.

> “Hours worked” ordinarily include all the time during which an employee is required to be on the
employer’'s premises, on duty, or at a prescribed workplace. It may also include “on-call” shifts if the
employee is “engaged to wait” such that they cannot pursue personal activities.

> An employee's “workweek” is a fixed and regularly recurring period of 168 hours (seven consecutive 24-
hour periods). The workweek may coincide with the calendar week, or alternatively may begin on any
day and at any hour of the day.
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OVERTIME PAY

> All non-exempt employees are entitled to overtime pay for all hours worked over 40 in a workweek”
rate not less than time and one-half their regular rate of pay.

— The amount of overtime pay due to an employee is based on the employee's regular rate of pay
and the number of hours worked in a workweek. Earnings may be determined on a piece-rate,
salary, commission, or some other basis, but in all such cases the overtime pay due must be
computed on the basis of the average hourly rate derived from such earnings. This is calculated by
dividing the total pay for employment (except for the statutory exclusions) in any workweek by the
total number of hours actually worked to determine the regular rate

— The regular rate of pay includes all compensation for employment except certain excluded
payments such as reimbursement for expenses incurred on the employer's behalf, premium
payments for overtime work or premiums paid for work on weekends and holidays, discretionary
bonuses, gifts, and payments for occasional periods when no work is performed due to vacation,
holidays, or iliness.

> There is no limit on the number of hours employees (16 and older) may work in any workweek.

> The FLSA does not require overtime pay for work on Saturdays, Sundays, holidays, or regular days of
rest, unless overtime is worked on such days.
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APRIL 2024 FINAL OVERTIME RULE

Defining and Delimiting the Exemptions for Executive, Administrative,

Outside Sales and Computer Employees, effective July 1, 2024 (AND January 1, 2025!).

> As of July 1, 2024, the U.S. Department of Labor (DOL) will raise the standard salary level from the current amount
of $684 per week to $844 per week (equivalent to $43,888 per year). And, for Highly Compensated Employees, the
annual compensation level to be exempt from overtime pay will increase from $107,432 to $132,964.

> On January 1, 2025, the DOL will raise the standard salary level to $1,7128 per week (equivalent to $58,656 per year).

— The DOL, using the methodology established in 2019 and looking at current data, set the standard salary level
at the 35th percentile of weekly earnings of full-time salaried workers in the lowest-wage Census Region (the
South).

— And, for highly compensated employees, the compensation level will be set at the annualized weekly earnings
of the 85th percentile of full-time salaried workers nationally, resulting in a new compensation level of $151,164.

Future updates to the salary and compensation levels will occur every three (3) years and will apply up-to-date wage
data to the salary and compensation methodologies in the regulations at the time of the update. The next three-year
update will take place on July 1, 2027. [At least 150 days before the date of a scheduled update, the DOL will publish in
the Federal Register a notice with the new earnings levels.]
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APRIL 2024 FINAL OVERTIME RULE

Does this mean salaried employees earning below the new salary level MUST be converteado
hourly pay?

— NO. Employers have several options for addressing the new threshold with affected employees, An
employer may:
* increase the salary of the employee to at least the new salary level to retain their exempt status;

« pay an overtime premium of one and a half times the employee's regular rate of pay for any overtime hours
worked;

* reduce or eliminate overtime hours;

» reduce the amount of pay allocated to the employee's base salary (provided that the employee still earns at
least the applicable hourly minimum wage) to offset new overtime pay; or
» use some combination of these responses.

— And Salaried workers earning below the new salary threshold may continue to be paid a salary (and
not automatically convert to hourly), so long as that salary is equivalent to a base wage at least equal
to the minimum wage rate for every hour worked, and the employee receives a premium on that
employee's regular rate for any overtime hours each week.
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EMPLOYEE “STATUS” IS A-CHANGIN’

>Now that the minimum salary threshold is increased, employees who are gai
less than this minimum salary annually will no longer qualify for the
exemption and will be entitled to overtime under the FLSA.

> Therefore, positions that are currently (and properly) classified as exempt but
which are paid less than the new minimum salary will no longer be properly
exempt as of July 1st.

— Keep in mind: Employers still may use nondiscretionary bonuses and
iIncentive payments (including commissions) to satisfy up to 10% of the
standard salary test requirement, provided that such payments are paid
on an annual Dbasis or more frequently. Employees whose
nondiscretionary bonuses bring their total annual compensation to at
least the new minimum may be properly exempt.
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IMMEDIATE NEXT STEPS FOR EMPLOYERS

What should you be doing?
1. Review the compensation and duties of all current exempt employees.
2. Determine whether those employees (still) qualify for exemption

3. Of those employees who are currently properly exempt, identify all whose
current salaries/compensation may or will fall below the new thresholds.

4. Decide whether and how to change the compensation structure for
employees identified in Step 3.
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IMMEDIATE NEXT STEPS FOR EMPLOYERS

1. Review the compensation and duties of all current exempt emp ees
* Now is the perfect time to bring all employees into compliance.

« While lower-paid employees are often more likely to be misclassified, it is
important to review all employees for compliance.

2. ldentify any exempt employees who may not qualify for exemption

* Look out for common “traps™— administrative employees and lower-level
managers.

 Employees who do not currently qualify for the exemption based on their
employment duties will not qualify under the new rule either.

S
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APPLICABLE FLSA EXEMPTIONS



OVERTIME EXEMPTIONS GENERALLY

Remember, an employee is entitled to minimum wage and overtime unless dhe of the
enumerated exemptions under the FLSA applies.

Each exemption under the FLSA generally requires that the employee (1) meet certain tests
regarding their job duties (the “duties test”) and (2) be paid on a salary basis of at least the
minimum salary rate.

— Certain exemptions discussed below do not have a salary basis requirement.

Section 13(a)(1) of the FLSA provides an exemption from both minimum wage and overtime pay
for employees employed as bona fide executive, administrative, professional and outside sales
employees. Section 13(a)(1) and Section 13(a)(17) also exempt certain computer employees.

— These exemptions are often referred to as the “white collar’ exemptions.

S



DUTIES TEST

>To qualify for exemption, employees generally must meet certain tests
regarding their job duties, called the “duties test’

>Job titles and job descriptions alone do not determine exempt status. In
order for an exemption to apply, an employee’s specific job duties in

practice must meet all the requirements of the Department of Labor
regulations.

S



SALARY BASIS REQUIREMENT

G

>|n addition to meeting the requirements of the duties test, mos the
exemptions also require that the employee be paid on a salary basis of at
least the minimum salary rate under the rules

>The new salary minimum as of July 1st is $844/week, or $43,888/year. And,
as of January 1st, it will be $1,128/week, or $58,656/year.

The fact that an employee is paid on a salary basis does NOT mean that
the employee is automatically exempt. A salaried employee is not exempt
unless the employee also meets duties test requirements for one of the
exemptions.
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ADMINISTRATIVE EXEMPTION

To qualify for the Administrative Employee Exemption, all of the following tests
must be met:

>The employee must be compensated on a salary or fee basis of at least $844
per week (between July 1 and December 31, 2024) and $1,128/week (starting
January 1, 2025);

>The employee’s primary duty must be the performance of office or non-
manual work directly related to the management or general business
operations of the employer or the employer’s customers; AND

>The employee’s primary duty includes the exercise of discretion and
independent judgment with respect to matters of significance.
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ADMINISTRATIVE EXEMPTION

“The employee’s primary duty must be the performance of office or non-manual /ork irectly
related to the management or general business operations of the employer or the employer’'s
customers”

> “Primary duty” means the principal, main, major or most important duty that the employee
performs.

> To meet the “directly related to management or general business operations” requirement, an
employee must perform work directly related to assisting with the running or servicing of the
business, as distinguished from working on a manufacturing production line or selling a
product

> Work “directly related to management or general business operations” includes tax; finance;
accounting; budgeting; auditing; insurance; quality control; purchasing; procurement;
advertising; marketing; research; safety and health; personnel management; human
resources; employee benefits; labor relations; public relations; government relations;
computer network, Internet and database administration; legal and regulatory compliance;
and similar activities.
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ADMINISTRATIVE EXEMPTION

“The employee’s primary duty includes the exercise of discretion and independent
judgment with respect to matters of significance.”

> The exercise of discretion and independent judgment involves the comparison and evaluation of
possible courses of conduct and acting or making a decision after the various possibilities have been
considered.
— Implies the employee has authority to make an independent choice, free from immediate direction
or supervision.
— Must be more than the use of skill in applying well-established techniques, procedures or specific
standards in manuals or other sources.

> Matters of significance refers to the level of importance or consequence of the work performed.

— Think of employees who make important decisions regarding business operations, such as an
employee who makes major accounting decisions related to the school’s finances.

— It is not enough that the employer will experience financial losses if the employee fails to perform
the job properly. E.g., a worker who operates expensive machinery does not work on “matters of
significance” just because their failure to the job correctly could be costly.

S
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ADMINISTRATIVE EXEMPTION

Application to Higher Education: Administrative employees in higher education could include admissions counselors
or student financial aid officers. *Job titles alone do not determine whether an employee meets the duties test.”

There are specific regulatory provisions for certain administrative employees — “academic administrative employees” —
whose primary duty is performing administrative functions directly related to academic instruction or training in an
educational establishment. To be exempt as an academic administrative professional:

1. The employee must satisfy the salary basis and salary level tests or receive a salary of at least the entrance
salary for teachers in the same educational establishment; and

2. The employee's primary duty must be to perform administrative functions directly related to academic
instruction or training in an educational establishment.

Employees who work in higher education but whose work does not relate to the educational field (such as work in
general business operations) do not qualify as exempt academic administrative employees. Exempt academic
administrative personnel generally include department heads; intervention specialists who are available to respond to
student academic issues, and other employees with similar responsibilities; and academic counselors who administer
school testing programs, assist students with academic problems, and advise students concerning degree
requirements.

S
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ADMINISTRATIVE EXEMPTION

> Beware the “administrative” trap!

— Many positions that are commonly referred to as “administrative,” such as administrative
assistants, receptionists, file clerks, or other clerical employees, do NOT typically meet
the duties test for the administrative exemption.

— These types of positions typically are not related to “management or general business
operations” as defined in the regulations and do not involve sufficient independent
judgment and discretion.

— A small number of executive assistants may qualify for the administrative exemption if
they primarily exercise discretion as to matters related to the executive’s duties (acting as
the executive’'s “right-hand person”) and typically must also be paid much more than
other administrative assistants.
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EXECUTIVE EXEMPTION

To qualify for the Executive Employee Exemption, all the following tests must be m

> The employee must be compensated on a salary basis of at least $844 per week (between
July 1 and December 31, 2024) and $1,128/week (starting January 1, 2025);

> The employee’s primary duty must be managing the enterprise, or managing a customarily
recognized department or subdivision of the enterprise;

> The employee must customarily and regularly direct the work of at least two or more other full-
time employees or their equivalent (i.e. four part-time employees); AND

> The employee must have the authority to hire or fire other employees, or the employee’s
suggestions and recommendations as to the hiring, firing, advancement, promotion or any
other change of status of other employees must be given particular weight.

Application to Higher Education: Various positions may qualify for the executive exemption,

including presidents, deans, department heads, directors, and any other manager or supervisor
whose job duties and compensation satisfy the above criteria.
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EXECUTIVE EXEMPTION

“The employee’s primary duty must be managing the enterprise, or managing

recognized department or subdivision of the enterprise”

> Management includes activities such as interviewing, selecting, and training employees; setting and adjusting their
rates of pay and hours of work; directing the work of employees; assessing production or sales efficiency to
recommend promotions/demotions; handling employee complaints and grievances; disciplining employees; planning
the work; determining the techniques to be used; apportioning work among the employees; planning and controlling
the budget; and monitoring or implementing legal compliance measures.

> A customarily recognized department or subdivision is intended to distinguish between a mere collection of
employees assigned from time to time to a specific job or series of jobs and a unit with permanent status and
function.

“The employee must customarily and regularly direct the work of at least two or more other
full-time employees or their equivalent (i.e. four half-time employees [or one full-time and two

half-time employees]).”

> Customarily and regularly means greater than occasional but less than constant; it includes work normally done
every workweek, but does not include isolated or one-time tasks.

> A department with five full-time nonexempt workers may have up to two exempt supervisors if each supervisor directs
the work of at least two of those workers.

S
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EXECUTIVE EXEMPTION

“The employee must have the authority to hire or fire other employees, or the €mployee’s

suggestions and recommendations as to the hiring, firing, advancement, promotion or any other

change of status of other employees must be given particular weight.”

> Factors indicating “particular weight” include whether it is part of the employee’s job duties to
make such recommendations, and the frequency with which such recommendations are
made, requested, and relied upon.

— Requires more than occasional suggestions
— Generally must relate to those workers under employee’s direction

— An employee’s recommendations may still be deemed to have “particular weight” even if
a higher-level manager’s recommendation has more importance and even if the
employee does not have authority to make the ultimate decision as to the employee’s
change in status.
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EXECUTIVE EXEMPTION

> Beware the “manager” trap!

— Many positions with “manager” in their job titles do not actually qualify for the executive
exemption—watch out for “Assistant Manager” and “Associate Manager.”

— These types of positions often do not manage the enterprise or a recognized unit of the
enterprise.
— These types of positions often do not have the level of discretion and input required for
the executive exemption—
 no hiring/firing decisions
« minimal disciplinary decision-making
» simply enforce the rules or policies implemented by higher-ranking management in
their absence
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PROFESSIONAL EXEMPTION

To qualify for the Learned Professional Employee Exemption, all of the
following tests must be met:

> The employee must be compensated on a salary basis of at least $844 per week (between
July 1 and December 31, 2024) and $1,128/week (starting January 1, 2025);

> The employee’s primary duty must be the performance of work requiring advanced
knowledge, defined as work which is predominantly intellectual in character and which
includes work requiring the consistent exercise of discretion and judgment;

> The advanced knowledge must be in a field of science or learning; AND

> The advanced knowledge must be customarily acquired by a prolonged course of specialized
intellectual instruction.
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PROFESSIONAL EXEMPTION

“The employee’s primary duty must be the performance of work requiring’vanced
knowledge, defined as work which is predominantly intellectual in character and which includes
work requiring the consistent exercise of discretion and judgment”

> Work requiring advanced knowledge means work that is predominantly intellectual in character, and
includes work requiring the consistent exercise of discretion and judgment.

— distinguished from work involving routine mental, manual, mechanical or physical work.

— Generally must use the advanced knowledge to analyze, interpret or make deductions from varying
facts or circumstances.

— Advanced knowledge cannot be attained at the high school level.

“The advanced knowledge must be in a field of science or learning”

> Fields of science or learning include law, medicine, theology, accounting, actuarial computation,
engineering, architecture, teaching, various types of physical, chemical and biological sciences,
pharmacy and other occupations that have a recognized professional status

> Distinguishable from the mechanical arts or skilled trades where the knowledge could be of a fairly
advanced type but is not in a field of science or learning.
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PROFESSIONAL EXEMPTION

“The advanced knowledge must be customarily acquired by a prolonged course of “€pecialized

intellectual instruction.”

> The learned professional exemption is restricted to professions where specialized academic training is
a standard prerequisite for entrance into the profession.

> Usually requires the appropriate academic degree.

— The exemption may be available to employees in such professions who have substantially the
same knowledge level and perform substantially the same work as the degreed employees, but
who attained the advanced knowledge through a combination of work experience and intellectual
instruction.

> This exemption does not apply to occupations in which most employees acquire their skill by experience
rather than by advanced specialized intellectual instruction.

Professional Employees in Higher Education: Examples of exempt non-teacher learned professionals
generally include certified public accountants, psychologists, certified athletic trainers, and librarians.
Postdoctoral fellows, who conduct research at a higher education institution after completing their doctoral
studies, likewise generally meet the duties requirements of the learned professional exemption, and they
may additionally qualify for the teacher exemption if teaching is their primary duty.
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PROFESSIONAL EXEMPTION — TEACHERS (NO CHANGES)

Teachers (professors, adjuncts, instructors) are exempt under the following circumstances:#

> Their primary duty is teaching, tutoring, instructing or lecturing in the activity of imparting knowledge,
and if they are employed and engaged in this activity as a teacher in an educational establishment.
Must spend more than 50% of their workweek teaching.

> Exempt teachers include, but are not limited to, regular academic teachers; kindergarten or nursery
school teachers; teachers of gifted or disabled children; teachers of skilled and semi-skilled trades and
occupations; teachers engaged in automobile driving instruction; aircraft flight instructors; home
economics teachers; and vocal or instrument music teachers.

> The salary and salary basis requirements do not apply to bona fide teachers.

> Having a primary duty of teaching, tutoring, instructing or lecturing in the activity of imparting
knowledge includes, by its very nature, exercising discretion and judgment.

> Full or part-time status, and onsite or remote teaching typically do not impact the exemption.
> |Includes faculty members who are hired to teach but who may also spend a significant amount of time
with extracurricular activities, e.g., moderators or advisors for drama, speech, or debate.

> NOTE: Additional Exemption for Creative Professionals, whose primary duty must be the performance of work
requiring invention, imagination, originality or talent in a recognized field of artistic or creative endeavor. The salary
and salary basis requirements DO apply here.
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PROFESSIONAL EXEMPTION - COACHES \

institutions may qualify for the teacher exemption.
> “Teaching” may include instructing student-athletes in how to perform their sport.

> A coach will not qualify for the exemption if their primary duties are recruiting students to
play sports or visiting high schools and athletic camps to conduct student interviews.

— The amount of time a coach spends instructing student-athletes in a team sport is
relevant, but not the exclusive factor, in determining the coach’s exempt status.

DS
WILLIAMS MULLENIﬂndlng_yey@)



PROFESSIONAL EXEMPTION — STUDENT EMPLOYEES

As a general matter, most students who work for their college or university are hourly non-exempt workers and dé not
work more than 40 hours per week. The following, however, are examples of students who often receive a salary or
other non-hourly compensation:

> Graduate Teaching Assistants. Graduate teaching assistants whose primary duty is teaching are exempt. Because
they qualify for the teacher exemption, they are not subject to the salary basis and salary level tests.

> Research Assistants. Generally, an educational relationship exists when a graduate or undergraduate student
performs research under a faculty member’s supervision while obtaining a degree. Under these circumstances, an
employment relationship typically does not exist with either the school or any grantor funding the student’s research —
even if the student receives a stipend for performing the research.

> Student Residential Assistants. Students enrolled in bona fide educational programs who are RAs and receive
reduced room or board charges or tuition credits generally are not considered employees under the FLSA, and are
not entitled to minimum wages and overtime under the FLSA.

An employment relationship generally will exist when a student receives compensation and their duties are not part of
an overall education program. E.g., students who work at food service counters, sell programs or usher at events, or
wash dishes in dining halls and anticipate some compensation (for example, money or meals) are generally considered

employees entitled to minimum wage and overtime.
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PROFESSIONAL EXEMPTION — IN-HOUSE E:DLINSEL/DDBTD

Employees engaged in the Practice of Law or Medicine:

>An employee holding a valid license or certificate permitting the practice of
law or medicine is exempt if the employee is actually engaged in such a
practice.

>An employee who holds the requisite academic degree for the general
practice of medicine is also exempt if he or she is engaged in an internship or
resident program for the profession.

>The salary and salary basis requirements do not apply to bona fide
practitioners of law or medicine.
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COMPUTER PROFESSIONAL EXEMPTION

To qualify for the Computer Employee Exemption, the following tests must be met:™
> The employee must be compensated on an hourly basis of at least $27.63 an hour (unchanged);

> The employee must be employed as a computer systems analyst, computer programmer, software
engineer or other similarly skilled worker in the computer field performing the duties described below;

> The employee’s primary duty must consist of (1) The application of systems analysis techniques and
procedures, including consulting with users, to determine hardware, software or system functional
specifications; (2) The design, development, documentation, analysis, creation, testing or modification of
computer systems or programs, including prototypes, based on and related to user or system design
specifications; (3) The design, documentation, testing, creation or modification of computer programs
related to machine operating systems; or (4) A combination of these duties, the performance of which
requires the same level of skills.

Employees who serve in a typical “help desk” function, or who only work from/with existing hardware or
software, do not qualify for this exemption.
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HIGHLY-COMPENSATED EMPLOYEES

Highly-Compensated Employees performing office or non-manual wol

paid total annual compensation of $132,964 or more (between July 1 and
December 31, 2024), and $151,164 as of January 1, 2025, are exempt from the
FLSA IF they customarily and regularly perform at least one of the duties of an
exempt executive, administrative, or professional employee identified in the
standard tests for exemption.

> Customarily and regularly means greater than occasionally but may be less than constant and
includes work normally and recurrently performed every workweek but does not include

isolated or one-time tasks.
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NEXT STEPS FOR EMPLOYERS
(PART 2)



IMMEDIATE NEXT STEPS FOR EMPLOYERS

3. Of those employees who are currently properly exempt, identify those
whose current salaries/compensation may or do fall below the new
thresholds.

« The new threshold as of July 1, 2024, is $43,888, more than $8,300
higher than the current minimum, so there likely will be numerous
employees in this category.

« Because the DOL has enacted automatic increases moving forward, and
starting as early as January 1, 2025 ($58,656), it would be prudent to look
at all employees who make $65,000/year or less.

« Remember that employees relying on the highly-compensated employee
exemption will also require an even higher salary minimum to be exempt.
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IMMEDIATE NEXT STEPS FOR EMPLOYERS

4. Decide how to change the compensation structure for employees identifiedh Step 3

— One option would be to increase the salary to the new threshold (most practical for
employees already making close to the new minimum).

— Another is to convert the employee to non-exempt status as either a salaried employee or
hourly employee.

- Consider the morale factors: Non-exempt status is often viewed as a demotion, even
though it allows for overtime pay.

- Similarly, a switch from salaried to hourly may be interpreted by employees as a loss
of “prestige,” however, the overtime calculation for salaried employees is more
complicated and has a higher risk of errors

- If converting to non-exempt status, determine whether you will reduce or even
eliminate opportunities for overtime.
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IMMEDIATE NEXT STEPS FOR EMPLOYERS

> Recommended/Required Tasks before July 1, 2024

— Decide how you will track, record and maintain records of all hours worked for newly-minted non-
exempt employees. Is your current system able to handle a larger number of users?

— Review employee handbooks, especially timekeeping, overtime, meal and rest break policies — do
they need to be updated or revised?

« Make sure your Overtime policy provides that overtime must be approved in advance and failure to obtain
advance approval may result in discipline (although the employee still will be paid).

— Review available benefits, including applicable plan documents — are there different benefits
depending on an employee’s status as exempt or non-exempt?

— Consider whether you need to implement, update and/or re-issue policies regarding: school-issued
laptops and phones; remote work; and limits on work outside of business hours.
* Do you need to offer new or additional training to all affected employees and their managers?
— Determine how and when you will notify affected employees that their status is changing from
exempt to non-exempt and provide as much advanced notice as possible before July 1st.

— Make sure all affected employees and their managers know: NO OFF-THE-CLOCK WORK!
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POTENTIAL RISKS FOR EMPLOYERS
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