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Key Objectives

Know the answers to the following questions related to welfare plan
filings:

Why the Form 5500 annual filing is required?

Which plan sponsors must file?

What welfare benefits must be reported?

When is the filing due?

What are the penalties for late filing or non-filing?

How do we electronically file?
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What Form 5500 filing resources are available from Conner Strong?
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Agenda

A Why the Form 5500 Annual Reporting Requirement is Important
A Form 5500 Basics

A Welfare Plan Form 55001 New Electronic Filing Requirements
A Questions and Answers
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Why the Form 5500 Annual Reporting
Requirement is Important




ERISA Reporting Requirement
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A The Employee Retirement Income Security Act (ERISA) protects
welfare benefit plans and employees rights to their benefits.

A ERISA established reporting and disclosure requirements applicable to
private plans, including the requirement to file the annual report Form
5500.

A Public entities, like school districts and other governmental entities are
exempt from having to file Forms 5500.
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ERISA Requirements
for Health and Welfare Plans

A Reporting

- Tells the government about plan
A Plan Document

- Puts the plan in writing
A Disclosure

- Tells participants about plan

- For example, summary plan description
(SPD)

A Fiduciary and bonding rules

- Ensures proper handling of plan
contributions and benefits

A Benefit design mandates
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Why the Form 5500 Filing Is Required

A Welfare plan Form 5500 required to be submitted to the U.S.
Department of Labor (DOL).

- DOL enforces E R 1 S fepoging and disclosure requirements.

A Purpose of the filing:

- Ensure plans are operated and managed according to standards that
protect the rights and benefits of plan participants

- Provide information for federal agencies, Congress and the private
sector on benefit, tax, and economic trends and policies
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Why the Form 5500

A Penalties for missed or late filings are significant.

A Plan sponsors look to Conner Strong to identify what they need
and to assist them with the filing.

A Plan sponsor might not understand the filing obligation.
A The filing is a burdensome task for employers.

- Conner Strong can provide Form 5500 preparation services

/'

Bl CONNER STRONG .

N

A



Form 5500 Basics




What Plans Must File a Form 55007

All ERISA welfare benefit plans must file unless ERISA or DOL regulations
specifically exempt the plan from annual reporting. Must file for:

Medical
Health FSA
Dental
Vision

Life Insurance and AD&D
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Business Travel Accident
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Disability

Long term care
Severance

Pre-paid group legal

EAP (if it provides counseling
and treatment for medical
problems)
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What ERISA Plans are
Exempt from Filing?

A Fully insured ERISA plan that covers fewer than 100 participants at the
beginning of the plan year is EXEMPT from filing.

- iPar ti cmgamsnacttv® employees, retirees, and former
employees on COBRA (but excludes dependents).

A Self-insured ERISA plan that covers fewer than 100 participants at the
beginning of the plan is generally EXEMPT from filing.

A Self-insured ERISA plan covering fewer than 100 participants at the
beginning of the plan year that uses a trust (funded) MUST file.
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NOT ERISA Welfare Benefit Plans 1
Not Subject to Filing

Government plan (public entities like school districts)
Church plan

Adoption assistance, educational assistance, premium only (cafeteria
plans) and dependent care flexible spending arrangements

Payroll practices
- Salary continuation paid frome mp | o generad assets

> Many self-funded short-term disability (STD) plans are not
ERISA plans, but insured STD and long-term disability plans are
ERISA plans

- Overtime, sick pay
- Vacation (could be an ERISA plan if it meets certain requirements)

A plan maintained solely for the purpose of complying with applicable
w o r k meconipensation, unemployment compensation, or disability
insurance laws
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NOT ERISA Welfare Benefit Plans -
Not Subject to Filing - Voluntary Benefits

A Certain group-type insured programs, if each of the following conditions
IS met:

- Noemployeriendor sement o

> However, employer may take payroll deductions
- Employee-pay-all, after-tax

> Pre-tax payment constitutesi e mp | @ryc®or sement o
- Voluntary participation

- Only reasonable employer compensation for services

The ERISA voluntary plan determination istricky -many nvol u

programs do not meet the exemption.
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Form 5500 Requirements
for Welfare Plans




The ERISA Plan

Plan sponsor has discretion to decide what coverages to include in any
particular ERISA i p l.oa n

Could have a separate ERISA plan for each line of coverage.
- Plan 501 for medical.
- Plan 502 for dental.
- Plan 503 for life.
Could consolidate plan for all coverages.
- Combine plans 501, 502 and 503 into a new 504 consolidated filing.

> Even if there are varying insurance contract/anniversary years,
so long as the ERISA i1 p | yaenais tide same.

Each ERISA plan could be subject to penalties if late or not filed.
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Required Schedules

A The purpose of the Schedules is to disclose financial information, e.qg.,
where the money is being spent.

A Several schedules may be required.
- Schedule A

> Reports information about insured coverage, including premiums
and commissions

- Schedule C
> Part | T Service Provider Information
A Compensation paid by the Plan to service providers

> Part Il T Termination Information on Accounts and Enrolled
Actuaries

Schedule H
> Financial Information (if there is a trust)
A Ana c ¢ o u n opmiontnm@&ysbe required to be attached.
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Schedule A

A Must be filed if any benefits under the plan are provide by an insurance
company or HMO.

A Insurance companies required to provide the information, e.qg.,
commissions, premiums, and type of benefits.

A If an ERISA plan has more than 100 participants at the beginning of the
plan year and includes an option with less than 100 participants, a
Schedule A must still be filed for that separate coverage.

- For example, ERISA plan number 501 has a Blue Cross PPO with
200 employees and a Aetna HMO with 20 employee. Schedules A
must be filed for both the Blue Cross PPO and the Aetna HMO
because plan number 501 has a total of over 100 participants.
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Schedule A and Stop-Loss Insurance

A Self-insured coverages are not reported on a Schedule A, because there
IS no insurance to report.

A A Schedule A for stop-loss insurance coverage is only required if the
stop-loss insurance policy is an asset of the plan.

A A Schedule A for stop-loss coverage is NOT required if:
- The employer is the insured entity, and

- The premium is paid exclusively out of thee mp | o genera assets
without any employee contributions.
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Schedule C

A Schedule C is required only if plan assets are used directly or indirectly
to pay service providers who receive $5,000 or more in a plan year.

A ERISA defines plan assets generally as any amount contributed to a
plan by a participant or any amount held for a plan in trust. If an amount
IS contributed through a section 125 plan, that amount is consider an
employer asset.

A A Schedule C will ALWAYS be required for a plan that is self-funded or
insured where participant contributions are used to pay fees, but only if
not paid through a cafeteria plan.

A A Schedule C will ALWAYS be required for a plan that is funded through
a trust.
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SC h ed u | e C (continued)

A Note that in many cases, only employer funds (and not participant
contributions) are used to pay administrative expenses in connection
with service providers, and therefore no Schedule C is required.

A Even where participant contributions are used to pay administrative fees,
no Schedule C will be required if a cafeteria plan is in place.
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ERISA Plan Year

A Plan sponsor has discretion to decide what the ERISA plan year will be.
- For example, January 1st through December 31st.

A The Form 5500 filing period may not be for a period greater than 12
months.

A Short plan years are permitted (but not consecutive)

A The time period reported on a Schedule A may not be for a period
greater than 12 months.

A The ending date of the Schedule A determines in which plan year it will
be filed (the policy/contract year must end within the plan year of the
filing).

B CONNER STRONG. 22



How to Complete the Filing

A The return must be completed in accordance with the Line-by-Line
l nstructions for that yearo6s Form 5

A Instructions are available at http://www.dol.gov/ebsa/5500main.html

A Mandatory electronic filing for plan years beginning on or after January
1, 20009.

- A 2009 calendar year plan must file electronically by July 31, 2010
(or October 15, 2010 with an extension).

- File under the new DOL EFAST?2 electronic filing system.
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When to File

A Form 5500 must be filed by the end of the 7!" month after the end of the
plan year.

A Can have extended filing deadline:

- By fiing a Form 5558 with the IRS before the due date for an
automatic 2 ¥2 month extension, or

- By relying on a filing extension forthee mp | o yaerretérrsfora 1 %
month extension

> Only for single-employer plans operating on the same plan year
asthee mp | o yar yedr.s

- Can be short term disaster extensions as well.

A May be a blanket extension in the works for 2009 calendar year filers i
stay tuned!
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Penalties

A Penalties for missed or late filings are significant. Individuals signing the
Form 5500 do so under penalties of perjury and other penalties.

A DOL Late Filer Enforcement Program - penalties
for |l ate filed returns (DOLGS compu

- $50/day ($18,250/year/plan)

A DOL Non-Filer Enforcement Program i
penalties for non-filers

- $300/day ($30,000/year/plan)

A DOL can assess penalties from the inception of the plan, back as far as
1988, when the penalties were first imposed.
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DFVC Program

A Delinquent Filer Voluntary Compliance (DFVC) program

@2
| ’:!qu 1
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Available only to plans that have not been notified in writing by the
DOL of the failure to file or of DOL intent to assess a civil penalty

Two step process:
u Submit original filings to DOL electronically (2008 may be paper)
u Submit to DFVC program using e-pay or through mail

Penalties under DFVC:
> $10/day

> $2,000/year with a $4,000 cap for a single plan
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ERISA Summary Annual Report (SAR)

A Brief description of 5500
information

A Canned language in
regulations. Fill in the blanks
regarding type of benefits
and dollar amounts.

A Distribute to participants 9
months after plan year end,
or 2 months after extension
due date

A Not required for plans that do
not file 5500 or completely
self-insured plans with no
trust (e.g., health FSA only

plan)
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ISUMM.II.I“' AMMNUAL REPORT FOR (fnsert name of plan)

[ERISA provides fhat all plan parficipants shall be enfiffed fo receive a summary of the plan’s
armual financial veport (the Form J300). The plan edminizirator 1s required by law fo firnish
each employee welfare plan parficipant with a copy of this summary annual report (SAR) in the
Jorm preseribed in DOL regulafions secfion 2320 10¢h- 1) (4). Poréions of the form thatf don 't
apply fo the plan thai the SAR s describing may be omiffad]

Thas 13 a surnrwary of the armmal report ofthe [serd name of plan, FIN and fipe of welfare plan]
for [nsert period covered by fis repord]. The annmal report has been filed with the Eraplotyee
Benefits Security Sdrinistration, as required under the Frployee Fetirement Income 3ecurity
Aot of 1974 (ERISA).

[if any benafits undor the plan are provided on an uninsured basis] [mserf name of sponsor] has
cormraitted itself to pary [@fl cerfain] [sfafe Hipe of] claims newrred under the terms of the plan.

[ anp of the funds are used fo purchase msurance condracis]
INSURANCE INFORMATION

The plan has (a) contract(s) with [imserf name of insurance carvigr (5J] to pay [all, cerfam] [sfafe
fipe of] claitas mewrred under the terrns of the plan. The total preranms pad for the plan year
ending [nsert date] were (3 ).

[f applicable @dd] Because [if is a] [fhey are] so called “experience-rated” contract(s), the
premium costs are affected by, among other things, the raraber and size of claims. Of the total
msurance prernimns paid for the plan vear ending (date), the prerimns paid under such
“expetience- rated” contract(s) were ($ 1 and the total of all benefit clairms paid under
theize) experience-rated contract(s) during the plan year was (§ 1.

[if anp fiunds of the plan are held in frusé or in @ separafely mainizined find ]
BASIC FINANCIAL STATEMENT

The walue of plan assets, after subtracting liabilities of the plarn, was (§ 1 as of [fnserf end
of plan pear], compared to (F 1 as of [inserf beginning of the plan pear]. Dharing the plan

wear the plan experienced an [meraase] [decrease] inits net assets of (§ 1. This [nerease]
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Record Retention

A ERISA Section 107 requires all records relating to reporting and
disclosure to be kept for 1 n ¢e$s than six years after the filing date of
d o ¢ u mean sixsyears after the date of which the documents should

have been filed, including periods of exempt status.

Il CONNER STRONG

28



Welfare Plan Form 5500
New Electronic Filing Requirements




Welfare Plan Form 5500717 New Electronic
Filing Requirements

A EFAST2 electronic system
- ERISA Filing Acceptance System (second generation)
- DOL sending EFAST2 postcards to plan sponsors

A Must submit 2009 plan year filings to EFAST2

- Most forms, schedules, and attachments submitted in electronic
format

- Form 5558 extension request submitted in paper format
A 2008 plan year filings
- May submit e-filings to EFAST2
- May submit paper filings through October 15, 2010
A 2007 and earlier plan year filings, and all amended or delinquent
- Must submit filings to EFAST2
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Minor Impact on Form Preparation

Electronic filing requirement has minor impact on preparation of the Form
5500 and Schedules.

New for this year:

A Form 5558 still submitted via hard copy to the IRS but not included with
the return

New look to the forms (bar codes eliminated)
Must obtain electronic filing credentials

Must electronically file

Must have Internet access

> > >y D> D

All attachments must be converted to PDF format to be submitted
separately to the DOL
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Acronyms

A IREG1 Internet Registration
- EFAST2 website to provide electronic credentials
- Sponsors need Internet access and an e-mail account

-IREG usese-ma i | address to provide el
A IFILET Internet Filing

-ANBr i | | s ebaskedfiling toahafdéred by DOL

-lntended to provide AHand Printo
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Credentials

A Filing Author: Individual who owns the completion, preparation and
submission of the filing (used only in IFILE)

A Filing Signer: Person who signs the Form 5500

- Plan administrator MUST sign (Conner Strong cannot sign on behalf
of plan administrator)

- DOL added a new e-sign option to EFAST2: allows filing preparer
(Conner Strong) to e-sign on behalf of the plan administrator if
signed paper copy of Form is attached to electronic return (increases
c | i evalner@lslity to identity theft as c | | esigriatdire will appear
on the Internet)

- Copy of the filing needs to be printed, signed and retained

A Transmitter: Will be used by Conner Strong personnel when we are
responsible for submitting EFAST?2 filings on behalf of others
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Electronic Signing and Credentials

A Register yourself, not a plan.
A Only need to register once, regardless of how many returns you are
signing.

A If Conner Strong is not preparing all welfare plan filings, then the
sponsor may need to complete additional EFAST2 registrations,
depending on how other filings are being prepared.

A Register by completing basic contact information on the web to create a
User ID, PIN and password - PINs must be protected and cannot be
shared.
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Electronic Signing and Credentials con)

A Plan administrator must examine Form 5500 before electronically
signing the Form.

A If Conner Strong is preparing welfare plan filings, we will invite plan
administrator to a "signing ceremony" - meaning plan signer will receive
an email from Conner Strong with a link to a secure website.

A Print a hard-copy of the return (for "wet" signature) and also
electronically sign the return, by inserting User ID and PIN - new e-
signature option also available that would allow a third-party preparer to
obtain EFAST2 signing credentials and sign/submit a Form 5500 on a
plan administrator's behalf.
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Completing and submitting Form 5500
under EFAST?2

A Filers can use either IFILE or approved commercial software to create a
filing. Conner Strong will use Relius forms preparation software.

A Form 5500 filings should be "validated" for errors before they are
submitted.

A If Conner Strong is preparing welfare plan filings, Conner Strong will
submit the Form 5500 that the plan administrator has signed
electronically.

A Plan administrator retains legal responsibility for the submission's
timeliness, accuracy, and completeness.

A Filing status of an EFAST2 filing should be available online about 20
minutes after submission.
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Screen Shots

37



