
Is Your 403(b) Plan Ready?

...independent audit requirements
...extensive reporting

...increased fiduciary responsibility
...written plan documentation

Out With The Old
Currently 403(b) plans have had a �hands-off� management approach 
that included little employer involvement and major vendor participa-
tion.  This management style has caused little or no monitoring of 
investment options leaving employees with inferior service as compared 
to what is received with a 401(k) plan.  

There are many issues that exist with the current state of affairs 
surrounding 403(b) administration.  When using multiple vendors it 
becomes a challenge for employers to develop a uni�ed communication 
strategy that showcases employee bene�ts. This limited communication 
can inadvertently lower the number of plan participants.  Participa-
tion in the plan also is lowered because of overwhelming investment 
choices available through multiple vendors. Additionally, reliance on 
vendors to educate employees on the investment options within their 
retirement plans can be biased and costly.  In many situations, vendors 
are recommending options that yield a high transaction fee which not 
only makes it dif�cult to understand the full cost involved in investing 
but can cause lower return on employees� investments. 

In With The New
Once the new regulations take effect, your 403(b) plan will look much 
more like a 401(k) plan, and will be more user friendly for employees 
looking to invest in their futures. 

Some speci�c changes that your tax exempt organization needs to be 
aware of include: 
-	 Changes to Form 5500 reporting
-	 Increased �duciary responsibility
-	 Written plan documentation 

CHANGES TO FORM 5500 REPORTING:
Currently 403(b) plans have simple reporting requirements as it pertains 
to Form 5500.  However, with the new IRS regulations tax exempt or-
ganizations will require the same extensive reporting and independent 
audit requirements that apply to corporate 401(k). Do not underesti-
mate the time and effort required of a bene�t plan audit.  Numerous 
records will be required to complete the task and all vendors involved 
in your 403(b) plan will need to submit information.  Keep in mind, 
although the new IRS rules will not be in effect until January 2009 an 
audit requires year-by-year comparison of data.  This means that your 
2008 plans must have an audit by which a comparison can be made. 

INcREASED FIDUcIARY RESPONSIBILITY: 
The new IRS rules impose a due diligence criteria and mandate a 
greater �duciary role for employers.  This added responsibly requires 
organizations to act in the best interest of their employees and develop 
an investment policy statement with guidelines for selecting, monitor-
ing, and evaluating investment options. Also included in the increased 
responsibility is the development of a committee that will educate 
employees on their investment options as well as review investment 
performance and expenses

WRITTEN PLAN DOcUMENTATION: 
Going forward, every 403(b) plan must be maintained under a formal 
written plan.  The new regulations outline that the IRS and DOL expect 
that a single plan document be adopted for any program with multiple 
investment providers. Plans will outline the multiple lines of responsibil-
ity between employers, investment �rms, and any other party involve; 
moreover, the organization�s 403(b) will be required to operate under 
the terms of the written plan. 

These are just a few of the rules outlined within the new 403(b) 
regulations. Additional areas of impact include 90-24 asset transfers, 
termination of plans, commingling of assets, deposit requirements, and 
catch-up contributions. 

Most 403(b) plans will be impacted by the new rules and it is essential 
that your organization begin complying with the new IRS regulations! 
Although new regulations take effect on January 1, 2009; now is the 
ideal time to begin evaluating your program and outlining the best 
approach to be compliant.  Don�t wait�start today! Right now you 
can begin by implementing a written plan document, developing an 
investment policy statement, creating and reviewing your list of current 
providers, developing an RFP for new vendors, and forming an in-house 
committee to establish �duciary responsibility. 

For assistance getting started, contact 403(b) expert:
Rance Buss, CPA at 713-968-1634 or by email at 
rbuss@mjlm.com.

Last summer the IRS issued new 403(b) regulations�these are the �rst changes that 403(b) plans have 
seen in more than 40 years.  Is your plan ready for the scrutiny?  

The IRS�s new rules bring 403(b) plans closer to the standards set for typical 401(k) plans and result in signi�cant changes for tax 
exempt organizations and their employees.  The new regulations clarify several points on �duciary responsibility and mandate organi-
zations to have a written plan in place.  Additionally, in an effort to ease the administrative burden, the new IRS rules also encourage 
employers to limit the number of vendors offered to employees while introducing due diligence expectations that impact the daily 
management of each plan.


