
What is ERISA?
The Employee Retirement Income Security Act of 1974, or ERISA, is a federal law that establishes certain    
standards for retirement plans in the private industry.  

What types of benefit plans are subject to ERISA?
• Defined benefit plans.  
• Defined contribution plans including, profit sharing plans, 401(k) plans, employee stock ownership plans 
    (ESOPs), and 403(b) plans.
• Welfare benefit plans (insured or otherwise), providing health insurance, group life insurance, long-term 
    disability income, severance pay, vacation benefits and other benefits.
• Health Reimbursements Accounts (HRAs).
• Flexible Spending Accounts (FSAs).

What employee benefit plans may not be subject to ERISA reporting requirements? 
Governmental plans and church plans are exempt from ERISA. We recommend that you consult with ERISA 
counsel if you think your plan may not be subject to the ERISA reporting requirements.

When is an audit required?
Plans with 100 or more participants at the beginning of the plan year are generally required to have a plan 
audit. Due to the “80-120 rule,” most plans that have not had an audit in the prior year are not required to 
have an audit until they surpass 120 “eligible participants.”

What is an eligible participant?
Eligible participants include all employees who are eligible to contribute to the plan, not just employees that 
actually contribute or have account balances. 

When is my 5500 and financial statement audit due?
The financial statement audit is filed with the plan’s Form 5500. The 5500 is due by the last day of the 7th 
month after the end of the plan year. An extension of 2½ months may be requested. Plan year end of        
December 31, is due July 31 and may be extended to October 15.

What is a limited-scope audit?
A limited-scope audit is permitted by the Department of Labor, or DOL, when a trustee and/or custodian 
certifies investment information as complete and accurate.  A limited-scope audit reduces the audit proce-
dures over investments and related activity.  
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What should I expect with an audit?
Financial statement audits of an employee benefit plan to be filed with your 5500 are heavily compliance 
driven. While we will audit the financial statements and disclosures, most of our time will be spent testing 
compliance. Compliance testing includes:

• Participant eligibility.
• Timing of contributions to the plan.
• Plan compensation. 
• Disclosure of prohibited transactions.
• Other compliance matters applicable to the plan.

How do I determine if my auditor is qualified?
We recommend reading the DOL’s guidance “Selecting an Auditor for Your Employee Benefit Plan”. The DOL 
provides not only helpful information on how to select your auditor, but also key questions you should ask 
your auditor.

What will my auditor need to complete the audit?
The audit will begin with a request for the plan document and amendments, participant data (census, 
contribution detail, distribution detail, loan detail), investment information details, payroll records, and the 
minutes of meetings related to the plans and identification of any communications from the DOL. The audit 
will also include gaining an understanding of processes and internal controls within the plan sponsor as 
well as processes and controls in place at outside service organizations (i.e. payroll, investment custodian).

When does the sponsor need to deposit employee contributions into the plan?
The DOL’s participant contribution regulation requires employers of all sizes to transmit employee                        
contributions to a plan as soon as they can be segregated from the general assets of the employer, but 
in no case later than the 15th business day of the month immediately following the month in which the                  
contribution is either withheld or received by the employer. The DOL has indicated that the 15th business 
day is not a safe harbor. Plans should deposit contributions as soon as administratively possible. In evaluating 
the earliest reasonable date for deposits to be made, the DOL will consider the frequency of payrolls, how 
quickly payroll taxes are deposited, and the pattern established by the employer for making deposits.

What is the Voluntary Fiduciary Correction Program (VFCP)?
The VFCP is a program that allows plan sponsors to voluntarily correct specific violations. The most common 
VFCP correction that we see is the correction of late participant contributions. The DOL will issue a no action 
letter if appropriate corrections are made and accepted. 
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