2025
Popular Retirement Plans

Conference .
B POPULAR.

How to Get Ready for Your
Retirement Plan Audit

Wigberto Marcano, CPA
Shareholder
Driven P.S.C.



Session Objectives

2025

Explain the basic
requirements of ERISA
and why they matter for
plan sponsors

Share practical strategies
for maintaining accurate
records and internal
controls
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Highlight the most
common compliance and
operational pitfalls that
trigger audit findings

Provide tools for
responding effectively
when audit findings occur.
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What is ERISA?

« Employee Retirement Income Security Act of 1974

« Governs the operation, administration, and
reporting of employee benefit plans

 Designed to protect plan participants and
beneficiaries

 Enforced by federal agencies: Department of
Labor (DOL), Internal Revenue Service (IRS), and
Pension Benefit Guaranty Corporation (PBGC)
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Which Plans are Subject to ERISA Audits?

Most private retirement plans

Includes defined contribution (401K, 403b, ESOP) and defined
benefit plans

Not covered: governmental plans, church plans, workers’
compensation, unemployment or disability insurance, IRA’'s plans
outside the U.S.
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Types of Employee Benefit Plans

« Defined Contribution (DC): Each participant has
an individual account; benefits depend on
contributions and investment performance.

- Defined Benefit (DB): Provides a predetermined
benefit at retirement; the sponsor bears the
investment risk.

il

« Health & Welfare Plans: Provide medical,
disability, death, or other non-retirement benefits.

Popular Retirement Plans

Conference
dflV@n ] POPULAR.




Limited Scope vs. Full Scope Audits

Limited Scope: Auditor can rely on investment
certification from a qualified custodian (bank, trust
company, insurance company). No testing of investment
transactions required.

Full Scope: Auditor must independently test investment
balances and transactions.

Decision: Depends on whether the plan’s investments are
certified by a qualified institution.
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Key Parties in the Audit

Plan Sponsor / Administrative Committee

* Responsible for overall management and fiduciary oversight.

Custodian / Trustee

» Safekeeping of plan assets.

Recordkeeper

* Maintains participant accounts and transactions.

Actuary (DB Plans)

» Calculates liabilities and funding obligations.

Participants

« Employees, retirees, or beneficiaries who have benefits under the plan.
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Oversight & Standards

Agencies: DOL, IRS, PBGC, SEC, PR Treasury
Department.

Accounting Standards: ASC 960 (DB plans), ASC
962 (DC plans), ASC 965 (Health & Welfare plans).

2

Guide for EBPs.

Auditing Standards: SAS No. 136, AICPA Audit

4

for audit readiness.

Compliance with these frameworks is essential

4
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Common Audit Findings (Top 10)

Late remittance
of participant
contributions.

Participant loan

repayment errors.

Auto-enrollment

errors (payroll not

programmed
correctly).

Loans in default
not properly
reported.
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Incorrect
application of
“eligible
compensation.”

Failure to restart
contributions
after hardship
withdrawals.

Errorsin
participant
headcount

determination.

Mismanagement
of forfeiture
accounts.

ariven

Misclassified or
unprocessed
rollovers.

Employer
matching
contributions
exceeding limits.
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Consequences of Non-Compliance
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Additional
corrective
contributions
by the sponsor.

/

Lost interest
payments to
participants.

/

Penalties and
excise taxes
from the IRS or
DOL.
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Required
amendments
to Form 5500.
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Negative
Impact on
reputation and
participant
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Best Practices for Readiness

\
‘ Formalize and document the Administrative Committee’s responsibilities.

Track and document all major plan events during the year.

Review contracts with investment advisors, recordkeepers, and custodians.

BEST

PRACTICES

Perform periodic self-checks on payroll and remittances.

Conduct quarterly reviews of investment performance.

Maintain updated and accurate participant records.
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Importance of Minutes & Documentation

[

Maintain complete Document discussions, Provide evidence of Missing or incomplete
minutes for all Plan decisions, and approvals fiduciary duty being minutes = one of the most
Committee meetings. (financial statements, IPS, exercised. frequent DOL red flags.

plan amendments).
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Internal Controls & SOC Reports

Plans rely heavily on service providers (custodians, recordkeepers, TPAS).
Review SOC 1 Type 2 reports to evaluate effectiveness of their controls.
Understand and test Complementary User Entity Controls (CUECS).

Weak internal controls increase audit risk and lead to findings.
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Role of Management

Maintain current plan document and amendments.
i= Provide a substantially complete draft Form 5500 before the auditor’s report.

v Determine if an ERISA Section 103(a)(3)(C) election is appropriate.

Evaluate custodian certifications and ensure completeness.
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ERISA Section 103 (a)(3)(C) Audits

Sponsor must confirm

gy  /'owsauditorto rely on institution is qualified
custodian’s certification m 5
Alh (bank, trust company,

of investments. .
insurance company).

Certification must state Management is still

E balances and = responsible for all other
transactions are m plan financial
complete and accurate. information.
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Timeline & Deadlines

e Form 5500 and audited Financial Statement
due 7 months after year-end.

« Extension available: Form 5558 grants an
additional 2.5 months.

« Late filing can trigger IRS penalties ($250 per
day, up to $150,000) and DOL penalties.
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Responding to Audit Findings

Consider
voluntary

Evaluate the Correct errors

root cause of [ Promptly (e.g,,

correction
programs
with IRS/DOL

lost earnings

the error contributions)
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ERISA plan audits are detailed and
complex, but good preparation avoids
surprises.

Accurate documentation and strong
internal controls are the foundation of
compliance.

Early involvement of auditors and
advisors can reduce costs and findings.

Audit readiness = protecting
participants and fulfilling fiduciary
responsibilities.
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