
CHECKLIST FOR A FIDUCIARY AUDIT

1. Plan Documents and Records

� Do you have a complete, current set of Plan and Trust documents that have received IRS approval and that are   
 up to date with law changes?

� Have summary plan descrip� ons (SPDs) and summaries of material modifi ca� ons (SMMs) been � mely    
 distributed to all required recipients?

� Do you have copies of summary annual reports (SARs) and Form 5500 fi lings for the past seven years?

� Do you have a current copy of the plan’s fi delity bond and any other insurance protec� ng the plan or its    
 fi duciaries? Do you know who is covered under those policies? Is the coverage adequate?
   
� Do you have an Investment Policy Statement that refl ects current prac� ces and investment needs?

� Do you have service contracts with all of the plan’s service providers? Are the contracts adequate and accurate?

� Do you have commi� ee minutes or other documenta� on of all fi duciary decisions made for the prior period   
 (e.g., hiring of service providers, selec� on and ongoing monitoring of investments, changes in plan benefi ts).

2. Service Providers

� Do you have clear documenta� on of the responsibili� es of each of the plan’s service providers?

� Have all service providers been selected in accordance with the plan’s wri� en procedures, and  is it clear who is   
 responsible for ongoing monitoring of each provider?

� Do you know which providers are fi duciaries for what purposes, and have the providers agreed  to such fi duciary   
 status in wri� ng?

� Do you have a defi ned and documented process for selec� ng and monitoring service providers, and have those   
 processes been followed?

� Do you know what fees you are paying for what services, and have you documented the process  you followed to  
 determine that those fees were reasonable?

3.  Investments

� Are the plan’s investments reviewed within the � me frames and according to the procedures outlined in the   
 plan’s Investment Policy Statement?
  
� Are decisions regarding the selec� on, reten� on, and dele� on of an investment op� on properly     



 documented (including comparisons with comparable funds) and consistent with the Investment Policy    
 Statement?

� Do the investment op� ons off ered by your current service provider sa� sfy the needs of the plan, and are they   
 consistent with the standards contained in your Investment Policy  Statement?

� To the extent par� cipants are responsible for investment decision making, have they received adequate    
 communica� on, educa� on, and fund alterna� ves to support that role?

� If your plan invests in employer securi� es, have legal experts in the securi� es and ERISA areas been consulted   
 to address par� cular issues surrounding investment in employer securi� es, par� cularly in light of developments   
 in the Enron and WorldCom li� ga� on (e.g., securi� es registra� on and repor� ng, special fi duciary issues)?

4.  Prohibited Transac� ons

� Have you iden� fi ed all persons or en� � es involved with the plan who are par� es in interest?

� To the extent you are paying a party in interest with funds from plan assets, have you verifi ed that such    
 payments are exempt from the prohibited transac� on rules?

� Do you have reliable people and processes in place to ensure that all salary deferral contribu� ons are remi� ed   
 � mely to the plan trustee?

5.  Plan Opera� ons

� Is the plan being operated in accordance with the terms of the plan and trust document?

� Do your service providers keep you informed of plan ac� vity and escalate ma� ers that require corporate    
 involvement?

� Are the reports you receive from your service providers � mely and accurate?

� When mistakes are made, are they iden� fi ed and addressed in a � mely and accurate manner?

� Is the process of communica� on (electronic, verbal, or otherwise) used to integrate services among various   
 providers � mely, accurate, and cost-effi  cient?

� Are your employees adequately educated about plan features?



The 401(k) business is well known for a lack of transparency in total costs, services, and 
most importantly, who is ge�  ng paid for providing the services. To remedy that lack 
of clarity,  the U.S. Department of Labor has issued guidelines for transparency and 
disclosure. This is intended to allow plan sponsors and par� cipants alike to understand 
the services and costs involved with a plan. It will allow for fully informed decisions about 
vendors. Containing costs is the single best path to improving investment returns for 
par� cipants.

As the 401(k) market con� nues to grow in importance to working people na� onwide, 
making fully informed decisions is more important then ever. As recent market vola� lity 
highlights, inves� ng involves risk. Risk can be mi� gated through proper applica� on 
of investment truths; asset alloca� on, diversifi ca� on, dollar cost averaging, and cost 
management.

For many American workers, their 401(k) plan will be the primary or even sole source of 
pension income. Small improvements in return can compound meaningfully over � me. 
As well, even small reduc� ons in par� cipant expenses can greatly increase par� cipant 
accumula� on, compounded over � me.

Lawsuits brought by plan par� cipants against plan sponsors and fi duciaries are growing. 
As undisclosed and o� en excessive fees are revealed to par� cipants, they are increasingly 
turning to the courts when a breach of fi duciary du� es is suspected. If any plan is not 
managed explicity for the benefi t of the par� cipants, with undicslosed, excessive or 
inappropriate compensa� on to one or mul� ple vendors, true fi duciary liability may exist.

Amid the market vola� lity and pending Department of Labor guidelines for full disclosure, 
now is a good � me for all plan sponsors, fi duciaries and par� cipants to review their 401(k) 
plan. We are available to help you conduct your informal audit, if desired.

For more informa� on:   Marne L. DeSan� s, Principal
    800-595-2499
    mldesan� s@wccadvisors.com

About West Chester Capital:
Founded in 1994, West Chester Capital is a registered investment advisor managing $140 million of client 
assets. Located in West Chester, Pennsylvania, West Chester Capital is a wholly owned subsidiary of AmeriServ 
Financial, a publicly held bank and trust company, headquartered in Johnstown, Pennsylvania. AmeriServ is a 
$1 billion bank with a trust company administering $1.8 billion in client assets.

West Chester Capital manages fi duciary quality por� olios and investment programs for individuals and 
ins� tu� ons within a framework of openness, integrity, objec� vity and rigorous client advocacy.

For more informa� on, please visit our website at: www.wccadvisors.com

or e-mail us at:     mldesan� s@wccadvisors.com
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