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	Audit Steps
	Ref #
	Done by/Date

	Audit Objectives
	
	

	1. Follow-up on the recommendations made in the prior audit report (XXX ).

2. Determine whether the XXX deferred compensation plan (401K) (and as applicable, 457) complies with all federal, state and local requirements.

3. Ensure  XXX’s compliance with its agreement with the XXX.
	
	

	Preliminary Survey
	
	

	1. Obtain and review the prior report and related audit workpapers.
	
	

	2. Obtain a copy of the contract between  XXX and XXX for deferred compensation services.  If the latest contract is not available, obtain a copy of the letter of agreement with  XXX that outlines key terms and/or changes from the prior contract.
	
	

	3. Obtain and review copies of  XXX’s latest audit report, including internal control letter and/or SAS 70 report.  Determine comfort level of  XXX’s internal control environment.
	
	

	4. Obtain and review latest IRS determination letter.
	
	

	5. Obtain and review copy of Plan Document, noting any significant changes from date of IRS qualification letter.
	
	

	6. Obtain and review latest non-discrimination test.
	
	

	7. Obtain and review employee packet.
	
	

	8. Meet with the Manager of Deferred Compensation to discuss the nature and timing of the audit and to obtain background information and documentation.  Discuss the required non-discrimination tests and whether a “highly compensated employees” test is required.
	
	

	9. Obtain and review the past year’s Deferred Compensation Committee’s minutes.  Abstract key information.
	
	

	10. Prepare a letter to be sent to Plan’s attorney confirming legal issues relating to Plan status.
	
	

	Audit Tests
	
	

	Follow-up on Prior Audit Recommendations
	
	

	1. Determine whether the employee enrollment package was updated and the form revised to indicate that the 20% maximum per pay-period deferral rate can be adjusted upward provided that the employee’s year-to-date salary is sufficient to meet the overall percentage specified in the law.
	
	

	2. Determine whether XXX Comptroller, in conjunction with  XXX and Legal Counsel, determined the implications of the payroll data discrepancies on the results of the ADP tests for 1993 and 1994 and their impact on the 401(k) plan’s compliance with the IRS non-discrimination and contribution percentage/dollar limits regulations. (e.g.  exceptions >20% but < $ limit were not refunded.)
	
	

	3. Determine whether the XXX Comptroller, in conjunction with the full Deferred Compensation Committee, has reviewed each agency’s administration control procedures and determined the causes of the non-compliance with the IRS contribution percentage/dollar limits.
	
	

	4. Determine whether XXX Comptroller is submitting participant statistics to  XXX on a quarterly basis, as specified in the service agreement with  XXX, and reviewing the ADP test results promptly to ensure full compliance with the non-discrimination and contribution percentage/dollar limits regulations.
	
	

	5. Determine whether the XXX Comptroller developed the necessary administrative controls to ensure that all approved deferral rates in excess of 20% are automatically adjusted at year-end to a maximum of 20%.
	
	

	6. Determine whether the Manager of Deferred Compensation is receiving affiliates’ quarterly payroll reconciliations to ensure that they are actually performed, and that any errors made by  XXX are identified and resolved timely.  Excessive occurrences of certain types of errors should be reported to the XXX Comptroller for his review.
	
	

	7. Obtain a copy of the draft Human Resources policies concerning deferred compensation withholdings.
	
	

	Current Tests
	
	

	1. Review the results of the non-discrimination tests for reasonableness.  Follow-up on the reasons for the stated exceptions.  Request and review highly compensated employees test, if applicable.
	
	

	2. Verify whether non-discrimination test data used by  XXX was tested before use and deemed valid. Consider ACL test to compare data used by  XXX and data maintained by XXX (this may not be necessary).
	
	

	3. Obtain copies of a sample of each agency’s 401(k) withholding file (either the hard copy summary sheet, or, if using ACL for this test, the data file).
	
	

	4. Obtain from Treasury Department evidence of each agency’s wire transfer of funds for the sample pay periods in step 3 above.
	
	

	5. Obtain copies of the confirmations of the wire transfer for the sampled periods received by the Manager of Deferred Compensation from the agencies, and agree the details of the confirmations to the amount shown on the 401 (k) withholding file and the amount wired into Treasury.
	
	

	6. Obtain copies of the Manager of Deferred Compensation’s instructions to Treasury authorizing the funds to be wired to  XXX.  Agree the amount to the amount received from the agency.  
	
	

	7. Ascertain whether monies received by  XXX are credited to the participants’ accounts as of the date the monies are received by  XXX.
	
	

	8. Ensure that  XXX is in compliance with the contract requirements proving for it to:  install a system for identification of individuals who may exceed Code Section 415 limits, and monitor compliance with all applicable Code percentage and dollar limits, and send timely instructions to XXX to stop contributions and/or return or recharacterize contributions that exceed any such limits.
	
	

	9. Review a sample of change requests to determine if any requests appear to exceed the allowable percentage contributions (20% for 401(k); 25% for 457).
	
	

	10. Obtain and review a sample of  XXX’s monthly payroll report for all agencies and ensure that the amounts reported as received by  XXX agree with XXX’s records.
	
	

	11. Ensure that testing criteria used by  XXX agrees with Internal Revenue Code criteria.
	
	

	12. Ensure that XXX DC Manager is performing the following:

· Confirming that funds wired to  XXX are posted to participant’s accounts timely.

· Reconciling agencies’ quarterly reconciliations with  XXX’s quarterly reconciliations, and resolving outstanding items.
	
	

	13. Consider using ACL to identify all employees with contributions to both the 401 K plan and the 457 plan.  Investigate all  matches to determine the appropriateness of contributions to both plans. 
	
	

	14. Consider using ACL to review the % and $ contributed to the 457 plan in 1998 to ensure that the maximum % limit and $ limits were adhered to.
	
	

	15. Consider using ACL to determine whether employees who were deducting more than 20% from 1998 salary adjusted their contribution rate at year end.  To do this, obtain a data file of 401k contributions for the first pay period of 1999 and identify those with contrib rate > 20%.  Trace those employees back to 1998 pay records to determine their deferral rate in 1998 and whether it was updated.  Alternatively, consider matching those results to the last pay period in 1998 and identifying participants with deferral rates >20% in both periods.
	
	

	16. Identify a sample of participants who joined the plan during 1998 and determine whether they were permitted to accelerate their contributions and if so, what administrative controls were in place to control the process to ensure that maximum contribution levels were not exceeded and that the contribution rate was adjusted at year end.
	
	

	17. Determine whether XXX has billed  XXX and  XXX has paid XXX for reimbursable administrative costs, as detailed in the contract.  If billing is for less than the maximum allowed, ascertain whether the basis used to determine billable amount was reasonable.
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