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GEARING UP FOR YEAR-END
REPORTING

Leaders know that the close
of each year brings with it a
concoction of mixed emotions.
There is satisfaction in closing
the loop on numerous projects,
measuring outcomes and ana-
lyzing data to determine the
year's performance, and look-
ing ahead to the promise of the
New Year. But December also
often brings with it looming
deadlines and daunting metrics
designed to evaluate various
facets of the organization. Pre-
paring for an onslaught of audit-
ing and reporting can be
overwhelming. Herein, we've
provided a quick guide of some
of the most common year-end
requirements for organizations
that sponsor retirement plans,
along with best-practice tips for
the executives tasked with navi-
gating these year-end reviews.

I. ERISA FINANCIAL AUDIT

Most ERISA retirement plans
are required to �le annual re-
ports about their �nancial infor-
mation and activities with the
Department of Labor (DOL) us-
ing the Form 5500 and its vari-
ous schedules. For most plans
covering more than 100 partici-
pants, an audit report (prepared
by an independent quali�ed
public accountant applying gen-
erally accepted auditing stan-
dards) is a key element of the
annual report. Plan administra-
tors can instruct their auditors
to avoid auditing investment in-
formation that has been pre-
pared and certi�ed by banks
and similar institutions. This so-
called “limited scope audit ex-
emption” can be preferable for
those plan sponsors seeking a
less-involved �nancial audit
process, but as noted below,

should be selected only after
thoughtful consideration.

Top Tips to Keep in Mind

1. Carefully Select the Plan
Auditor. In 2015, the

DOL's review1 of 400
Form 5500 plan audits
found 39% had major de�-
ciencies in one or more
generally accepted audit-
ing standards. As a result,
the DOL has a list of rec-
ommendations—including
the repeal of the limited
scope audit exemption,
additional quali�cations for
auditors, and the ability to
levy penalties on auditors
rather than plans. Plan
Administrators may wish
to consider the DOL's
�ndings in selecting and
working with their auditors
to ensure required plan
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audits bring value to their
plans.

2. Be Sure the Audit Is
Thorough. The annual �-
nancial audit of an ERISA
quali�ed employee bene�t
plan is much more than an
examination of the plan
investments, or a check to
see that “the numbers”
are correct. The opera-
tions of the plan should
also be examined. De-
pending on the particular
plan, Plan Sponsors
should check to see if au-
dit procedures include:

E Review of payroll re-
cords to see that eligi-
bility and hours of
service are being
properly determined.

E Review of selected
participant documents
for completeness.

E Review of timeliness
of deposits of em-
ployee contributions
to the plan.

E Review of plan loans
and hardship
withdrawals.

E Determination that
plan contr ibut ions
comply with the plan
document provisions
and are made in a
timely fashion.

E Review of the method

used to allocate de-
�ned contribution plan
contributions to par-
ticipants or the actu-
arial assumptions and
calculations used in
de�ned bene�t plans.

E Funding status of the
plan if applicable (to
determine if there is a
shortfall).

E Checking the status
of bene�t payments
and method of com-
putation and payment,
including veri�cation
of tax withholding and
IRS reporting and pro-
cedures to �nd “lost”
terminated
participants.

E Review of Form 5500
and other required
governmental forms.

E Review of prohibited
transactions and their
resolution.

3. Allot Time to Prepare. Al-
though it may be possible
to complete a quality audit
in less time, it is desirable
to begin the audit at least
two to three months prior
to the due date, to allow
time to plan the audit,
gather information, receive
responses to all con�rma-
tion requests, perform
�eldwork, follow up on
open items, draft �nancial

statements and wrap up.
Adequate time should be
left to address unforeseen
problems and resolve
them prior to the �ling
deadline. Plan sponsors
may streamline the audit
process once it is under-
way by providing the audi-
tor access to the record-
keeper's website, when
possible, and having de-
tailed documentation of
investment committee de-
cisions and meeting min-
utes ready and available
to share.

II. RECORDKEEPER'S
REPORT

At the end of the year, plan
sponsors typically perform ei-
ther a formal or informal annual
assessment of the e�ective-
ness of their plan's
recordkeeper. This involves
evaluating the reasonableness
of fees charged for recordkeep-
ing services, the quality of the
services provided, the quality of
the service organization's op-
erations, and the availability of
the recordkeeper's SOC 1
report.

Top Tips to Keep in Mind

1. Seek a Metrics-Based
Presentation. The year-
end summary should
clearly chart all transac-
tions that �owed through
the plan, as well as the
results of participant inter-
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action with the retirement
plan as measured by ac-
cess to the recordkeep-
er's online tools. Most re-
cordkeepers have robust
analytic tools that can
easily provide this data, so
plan sponsors should feel
comfortable making a spe-
ci�c request for this infor-
mation if it does not ap-
pear in the initial report.

2. Pay Attention to Loans.
Plan sponsors should be
sure to assess the status
of loans participants have
taken against their ac-
counts throughout the
year. This seems like a
minor detail, but inatten-
tion to loans can open the
door to loan defaults by
participants, particularly
for those who have termi-
nated their employment
with loans outstanding.

3. Discuss the Results of
the Employee Communi-
cation Program. The plan
sponsor should monitor
participant communica-
tions and the participant
complaint process. Partici-
pants should have a for-
malized process to submit
quest ions or �le
complaints. They should
also receive regular state-
ments of their account bal-
ances and/or con�rma-
tions of their transactions
throughout the year.

III. INVESTMENT REVIEW

Investments are often a top-
of-mind priority for plan spon-
sors and �duciaries, as they
can be the most visible reminder
of the need for plan oversight.
However, there are key ques-
tions to ask of investment advi-
sors during the end-of-year
meeting to ensure that the in-
vestment strategy and related
pract ices meet �duciary
obligations.

Top Tips to Keep in Mind

1. Monitor the Watch List.
Plan sponsors should be
kept apprised of any funds
that have been underper-
forming, have had a
change in manager, or
have become too volatile
and consequently pose a
risk to the overall portfolio.
Investment managers
should provide detailed
status updates and related
recommendations on any
watch list funds during the
year-end review.

2. Check Investment
Diversi�cation. Ask the
investment advisor to
verify that all investment
classes are represented in
the investment line-up as
is intended in the Invest-
ment Policy Statement. An
annual review of these as-
set categories is important
to ensure that the partici-
pant investment o�erings

are prudent and meet par-
ticipant needs.

3. Get Professional
Guidance. The end-of-
year review is a good time
to receive a written opinion
from the investment advi-
sor about the condition of
the overall investment
program. This allows the
advisor to provide insights
about what is working and
what could be improved
regarding the plan's in-
vestment approach, re-
porting frequency and
content, as well as partici-
pant outreach and
education.

IV. RETIREMENT PLAN
REVIEW

The Employee Plans Compli-
ance Unit of the IRS announced
recently that it will be issuing
more compliance checks for
existing quali�ed retirement
plans in 2016. The IRS intends
to focus its resources in the
retirement plan arena because
of the historical issues related
to compliance among organiza-
tions that sponsor 401(k),
403(b), 457, and multi-employer
plans. A comprehensive retire-
ment plan review is a vital risk
management strategy that helps
prepare plan sponsors for any
potential IRS inquiries regarding
their plan and its oversight.

Top Tips to Keep in Mind

1. Address All Four
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Disciplines. While some
retirement plan review
vendors may spend an in-
ordinate amount of time
discussing the plan's in-
vestments, the review
should consider and as-
sess practices under all
four disciplines of �duciary
duty in order to be consid-
ered comprehensive.
These four �duciary disci-
plines include:

E Governance (author-
i ty, pol ic ies, pro-
cesses, and docu-
mentation)

E Administration (exe-
cution, t imel iness,
vendors, and compli-
ance)

E Investments (strategy,
tactics, reporting, and
monitoring)

E Controls (audits, ex-
emptions, fees, and
con�icts).

2. Benchmark the
Assessment. In order to
verify that the plan review
incorporates best prac-
tices, plan sponsors may
use the Retirement Plan
Administrator: Scope and
Conduct standard as a
guide. This manual was
published by the �duciary
standards organization In-
vestment Fiduciary Lead-
ership Council (IFLC). (It

can be purchased on IF-
LC's website at http://ww
w.i�council.org/standard
s-ifas12.htm, or contact
Roland|Criss for a compli-
mentary copy.)

3. Check Reviewer
Quali�cations. Because
few plan sponsors have
the experience (or time) to
perform a review on their
own retirement plan, it is
important to select an in-
dependent �rm that spe-
cializes in unbiased plan
reviews. The �rm should
scale its fees based on a
speci�c plan's size and
complexity, and a best-
practice comprehensive
plan review should meet
all of the following criteria:

E Veri�es that a retire-
ment plan's operation
adheres to its policies.

E Examines control pro-
cedures and updates
them to meet Depart-
ment of Labor
standards.

E Tests the reasonable-
ness of service pro-
viders' fees.

E Exploits the value of
the plan's assets to
lower administrative
and investment costs
paid by plan
participants.

E Evaluates con�icts of

interests and recom-
mends ways to re-
solve the con�icts.

E Identi�es opportuni-
ties for improvement
in all four �duciary
disciplines.

E Delivers a vital risk
management solution
to the plan's sponsor-
ing organization.

E Adds clarity to the re-
lationship between a
plan sponsor and the
plan's vendors.

E Produces a quantita-
tive rating that ranks
the plan on a �duciary
scale.

E Has veri�ed techno-
logical methods for
ensuring client
con�dentiality.

Employers, and particularly
those that sponsor retirement
plans, face a host of responsi-
bilities when it comes to over-
seeing critical processes re-
lated to their organization,
meeting the needs of their em-
ployees, and complying with
ever-changing regulations. In
order to minimize end-of-year
anxiety related to reviews and
audits, employers can focus on
selecting the right partners for
each of these year-end reviews,
and then honing in on these few
top-of-mind tips to ensure they
maximize the value of all of
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these e�orts. With the right
vendors and checklists in place,
employers wi l l be wel l-
positioned to close out the year
with con�dence.

NOTES:

1Assessing the Quality of Em-
ployee Benefit Plan Audits, U.S. De-
partment of Labor, Employee Bene�ts
Security Administration—May 2015.
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