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EXECUTIVE SUMMARY

The Paperwork Reduction Act requires each agency of the federal government to submit
estimates of the level of respondent burden associated with each federal data collection activity.
Form 5500 must be filed by more than one million employee benefit plans each year to fulfill
reporting requirements issued by the Interna Revenue Service (IRS), the Pension and Welfare
Benefits Administration (PWBA) of the U.S. Department of Labor (DOL), and the Pension Benefit
Guaranty Corporation (PBGC). Burden estimates for this data collection activity have been
developed independently by the IRS and DOL.

The IRS has used a computer model designed for estimating the burden of any corporate tax
return to devel op estimates for each form, multiplied by the number of formsfiled. The IRS model
included separate estimates for record keeping, researching the law, and filing. DOL has used
estimates developed by DOL staff of the time they considered necessary to complete various parts
of thefiling, multiplied by the number of filersthat submit each part. DOL included only thefiling
burden, based on the assumption that filersdo not need to learn the law becausetheforminstructions
include all relevant legal matter, and further that there is no record keeping burden apart from the
record keeping that would be undertaken as a normal and customary business practice.

The IRS calculated and reported the burden for all components of all filings. DOL calculated
the burden for 10 components of the filing for all 5500 and 5500C/R filings. DOL excluded
Schedules E, F, and P, fringe benefit-only plans, and 5500EZs because they are solely IRS items.
DOL then allocated the burden estimate between the two agencies, based on which agency required
each component of the form. DOL thus allocated all the burden from some parts of the form to
itself, as well as al the burden from other parts to IRS, then split the allocation of the burden
associated with the remaining parts by assigning half to IRS and half toitself. PBGC'’ s share of the
total Form 5500 burden isvery small.

There were mgjor differences in the burden estimation approaches used by IRS and DOL, and
it istherefore no surprisethat theinitial total estimatesfor the 1999 formsvaried from 48.7 million
hours for IRSto 1.7 million hours for DOL.! The filing portion of the total burden estimates were
closer together: the IRS estimated 8.5 million hours, and the DOL estimated 1.7 million.

This study attempts to reconcile the different estimating methodologies by developing and
implementing a new approach to estimating Form 5500 reporting burden. It appliesthis approach
to two versions of the 5500 series forms: the 1997 forms and the 1999 forms. The 1999 forms
represent the first major overhaul of the 5500 seriesin many years.

Thesefigureswereeach agency’ sinitial estimate of the burden associated with the 1999 forms,
as published in the Federal Register. Federal Register, vol. 62, no. 170, Sept. 3, 1997. The IRS

estimate for the 1997 forms is 56.4 million hours.
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Wefirst considered conducting arandom probability survey of businessesand serviceproviders
to develop estimates, but rejected this approach for the following reasons:

v Becauseof thewidevariationinfiling behavior and requirementsamong companiesand service
providers, the study would have to include alarge number of sampling strata--thus, to develop
valid estimates for each strata, alarge sampleframe. Surveysof businesses are known to have
ahigh nonresponserate. The number of businesses to be sampled would increase, thus making
the survey very expensive.

v Because businesses do not keep records of the time or money expended to file, it would be
difficult to develop precise estimates even if alarge, expensive survey were conducted.

v Federal agencies should not significantly increase respondent burden in order to
calculate burden estimates. Conducting a large survey violated the spirit of the
Paperwork Reduction Act.

Instead, Mathematica Policy Research, Inc. (MPR) conducted a survey of about 30 service
providers and sponsors to attempt to devel op estimates directly from people who file 5500s. MPR
first convened apanel of Employee Retirement Income Security Act (ERISA) expertsto solicit input
into the methodology. These experts estimated that 90 percent of filings were prepared by service
providers and that sponsors often were not billed separately for the service, which wasincluded in
abundled package. They also advised that even though most of thefilingswere prepared by service
providers, there was aways some burden on the plan sponsor to provide information. The panel
helped to recruit service providers and sponsorsto participatein the study. We developed packages
of materials customized for each type of respondent which they filled out after conducting internal
surveys and research within their organization. Data were collected primarily by phone and mail,
with one interview conducted in person.

Thestudy wasbased on several key principles. Service provider burdenwasmeasuredindollars
and sponsor burdenin hours. Thefinal outcomethusrepresents sponsor and service provider burden
separately, with the total of the two measures (hours and dollars) constituting the total burden.

There are many significant limitations on the estimation of 5500 filing burden. The estimates
are complicated by the large number of variables to be considered. There are at least 52 genera
types of plans that submit subsets of 17 types of data which are filled out by sponsors and service
providersin ahuge number of combinations. Also, itisdifficult for filersto distinguish 5500 burden
from other ERI SA-related burdensand from normal and customary businessactivities. Actual filing
burden is highly variable, depending on the filing requirements, the number of service providers
involved and their cost and fee structures, the thoroughness and accuracy of the filing process, and
the extent to which software had been devel oped based on 5500 reporting requirements.

Thebasic approach used in thisstudy wasto solicit informed input from peoplewho spend most
of their time dealing with 5500 filings and therefore have a good understanding of how the filings
are prepared in the real world. It isimpossible to develop precise data for the actual time spent,
because no such records are kept and the large number of filing scenarioswould require that records
be kept by a great many service providers and sponsors. However, by collecting fairly detailed
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information from experts in the field, and projecting this information to the type and number of
componentsfiled by each type of plan and by the volume of each type of plan, reasonable estimates
can be made. It is particularly difficult to distinguish between normal and customary business
practice and burden which should be attributable to 5500 filing requirements. Several respondents
noted that the 5500 requirements were critical to ensuring that plans operated in the best interest of
participants.

We estimated the change in burden for the revised plan year 1999 forms by reinterviewing the
service providers and large sponsors from the baseline study. We isolated the changesin the form
for each data type and asked the respondents to determine if the net result of the added and deleted
elementsfor each typewas anincrease, decrease or no changein burden for that particular datatype.

We then applied the changes in burden to the 1997 baseline data to calculate the 1999 burden
estimate.

TABLE1

SUMMARY OF FINDINGS

Plan Sponsors (Hours) Service Providers
1997 3,648,966 $874,792,122
1999 3,101,727 $823,745,518

If we convert the service provider burden to hours, for purposes of comparing ameasure of total
hoursto thetotal hour estimates produced by the DOL and |RS methodol ogies?, the service provider
burden in 1999 would be 11.0 million hours, resulting in a total burden of approximately 14.1
million hours. These estimates fall in between the current DOL and IRS burden estimates. The
range of estimates can be explained most simply by the different approaches to the inclusion of
record keeping burden. DOL assumed no record keeping burden, IRS assumed considerable record
keeping burden and this study uses the judgment of professionals to estimate the marginal burden
of record keeping imposed by the 5500 filing requirements.

2 For the purpose of simplifyingtheillustration of changesin burden, the costs reported for 1997
baseline have been converted to hours at arate of $75 per hour. Thisrate, which supplied by DOL,
is based on average labor hour rates for lawyers, accountants, budget analysts, and financial
managers from the 1998 Employment Cost Index and 1997 Occupational Employment Statistics

Survey (Bureau of Labor Statistics) as adjusted estimated for overhead and profit margin.
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The DOL estimate was based on overly simplified assumptions and excluded many record
keeping, data collection and coordination activities related to preparing 5500s. For example, our
analysis showed that there are often three separate organizations which incur burden for a single
filing: an actuarial firm, an accounting firm and the plan sponsor. If the service provider preparing
thefiling is other than the actuarial firm or accounting firm, and the plan requiresinformation from
aninsurancecarrier, there may befiveorganizationsinvolved. Our methodol ogy capturestheburden
for each organi zation separately for each plan typeand type of datato allow for separate computation
of averages and then produces cumulative totals. The DOL methodology implied that a single
organizationiscompleting theform and that the datawerereadily available. Also, theDOL estimate
excluded many 5500 filings and many types of 5500 data for which DOL has no jurisdiction.

Our estimate of about 14.1 million hoursis42.3 million hourslessthan the IRS estimate. One
reason for thisis that most of the work on 5500s is performed by service providers who amortize
their costs of learning the law across many filings, resulting in amore efficient filing process. The
IRS model assumed that each filing requires areview of the law. The IRS estimate may also have
reflected far less automated record keeping than is currently achieved using sophisticated software,
which is specifically designed to produce data for the 5500 report. Finally, the IRS estimates were
not based on any empirical data from 5500 filers, making it difficult to explain the difference.
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. INTRODUCTION

The Paperwork Reduction Act (PRA) requires that federal agencies estimate the respondent

burden for al information collection activities. The PRA defines “burden” as:

the value of time, effort, and financial resources expended to generate, maintain, retain,
disclose, or provide information to or for a federal agency. This includes reviewing
instructions; devel oping, acquiring, installing, and utilizing technology and systemsfor any
of these purposes; training personnel; searching data sources; collecting data; completing
and reviewing information collections, and transmitting or otherwise disclosing
information. “Burden” covers the time and other resources expended to fulfill specific,
one-time information requests, as well as recurring information requests. This includes
requests to obtain data and to develop, procure, and operate the information systems
necessary or desirable to retain such data in fulfillment of statutory or regulatory
requirements, whether or not they are applicableonly to the period of aspecificinformation
collection request.!

Burden estimation includes the task of identifying the marginal burden imposed by the agency

over and above the time and cost of normal burden (usual and customary business practices):

Excluded from the definition of burden are all time and financial resources usually and
customarily incurred by people in the course of their regular activity (for example,
compiling and recording certain business records or sending copies of a corporate annual
report or other report to anyone requesting it).

Thecriterionfor exclusionis*“usual and customary.” To exclude burden on these grounds,
itisnot enough for an agency to indicate abelief, or demonstratethat afew personsusually
compilesuchinformation aspart of their regular practice. Theagency needsto demonstrate
that the practice is both usual and customary. Any effort involved beyond that which is
normally incurred in the absence of any collection of information from the federal
government is counted as burden attributed to the collection of information (for instance,
time spent in transcribing information onto a collection instrument).?

%“The Paperwork Reduction Act of 1995: Implementing Guidance,” February 3, 1997 DRAFT,

p. 40.
?lbid., p. 48.



The Form 5500 series return/report is an information collection activity shared by four federa
agencies: DOL PWBA, PBGC, IRS, and the Socia Security Administration (SSA). PBGC hasonly
asmall number of items on the forms and collects these datafrom only asmall proportion of filers
(defined benefit pension plans). Calculation of PBGC burdenisstraightforward. DOL and IRSeach
havealarge number of itemson theform, which they share, aswell asalarge number for which each
isresponsible. In addition, there are filers who file only for the IRS, whereas other filersfile only
for DOL.

DOL and IRS have calculated their burden separately using highly discrepant approaches and
coming to highly different conclusions. The IRS uses a methodology developed in 1988 which
calculates burden based on the number of line items on atax form and the number of referencesto
the Internal Revenue Code (IRC) intheinstructions. The IRS methodology assumes considerable
record keeping burden to comply with tax laws, along with considerable time researching the law
and filing instructions. The IRS methodology uses burden assumptions collected from survey data
from filers of various tax forms (individual and business returns), but the agency does not use any
data collected from filers of the 5500.

The DOL methodology is based on breaking the filing population into 33 groups by size and
type of plan and breaking the types of 5500 data into 10 groups. DOL then assigns a number of
hours to the compl etion of each component of the filing and multiplies that number by the types of
data on each filing, by the hours assumption for each type to arrive at atotal burden figure. DOL
uses an allocation formula based on each agency’s ownership of or responsibility for data on the

form to assign some of the burden to IRS. It identifies the residual asthe DOL burden.

3See “Development of Methodology for Estimating the Taxpayer Paperwork Burden,” Arthur

D. Little, 1988.



This study attemptsto reconcilethe different estimates by devel oping and implementing anew
approach to estimating 5500 reporting burden. Wefirst considered conducting arandom probability
survey of businesses and service providers to develop estimates, but rejected this approach for the

following reasons:

v Becauseof thewidevariationinfiling behavior and requirementsamong companiesand service
providers, the study would have to include alarge number of sampling strata-- thus, to develop
valid estimates for each strata, alarge sampleframe. Surveys of businesses are known to have
ahigh nonresponserate. The number of businessesto be sampled would increase, thus making
the survey very expensive.

v Because businesses do not keep records of the time or money expended to file, it would be
difficult to develop precise estimates even if alarge, expensive survey were conducted.

v Federal agencies should not significantly increase respondent burden in order to
calculate burden estimates. Conducting a large survey violated the spirit of the
Paperwork Reduction Act.

Instead, M PR conducted asmall survey of service providersand sponsorsto attempt to develop
estimates directly from people who file 5500s themselves. MPR first convened a panel of ERISA
expertsto solicit input into themethodology. These expertsestimated that 90 percent of filingswere
prepared by service providers and that sponsors often were not billed separately for the service,
which was included in abundled package. We then used the panel to recruit service providers and
sponsorsto participate in the study. We devel oped packages of materials customized for each type
of respondent which they filled out after conducting interna surveys and research within their
company. MPR madeall initial contacts, answered questions, and acquired additional databy phone.

One interview was conducted in person.



Thestudy isbased on several key principles. Serviceprovider burdenismeasured indollarsand
sponsor burden in hours. The final outcome thus represents sponsor and service provider burden
separately, with the total of the two measures (hours and dollars) constituting the total burden. We
were al so asked to estimate the change in burden from the current (1997) form to the proposed new
(1999) form. Wedetermined that, because of the compl exity of devel oping the 1997 baseline burden
estimates, research for the comparison portion of the study should be conducted separately and
submitted under separate cover.

There are many significant limitations on the estimation of 5500 filing burden. The estimates
are complicated by the large number of variables to be considered. There are at least 52 general
types of plans that submit subsets of 17 types of data which are filled out by sponsors and service
providers in a huge number of combinations. This makes it difficult to distinguish 5500 burden
from other ERISA-related burdens and from normal and customary business activities.

Thebasic approach used inthisstudy wasto solicit informed input from peoplewho spend most
of their time dealing with 5500 filings and therefore have a good understanding of how the filings
are prepared in the real world. It isimpossible to develop precise data for the actual time spent,
because no such records are kept and because the large number of filing scenarioswould require that
records be kept by a great many service providers and sponsors. However, by collecting fairly
detailed information from expertsinthefield, and proj ecting thisinformation to thetypeand number
of components filed by type of plan and volume of plan, reasonable estimates can be made. This
study was undertaken to design a new methodology, one that could be adopted by DOL, IRS and
PBGC and that would directly address the objectives of the PRA and result in reasonabl e estimates

of the annual 5500 burden. Using a single methodology would avoid redundant burden estimates



(where both agencies took burden for the same line items), inaccurate allocation of burden, and
inconsistent estimates.

Thisreport presentsthe methodol ogy and findings of the study. Chapter |1 discussesthe current
DOL and IRS approaches to estimating burden. Chapter |11 discusses the new methodology,
including major conceptual issues and how they were resolved, issues involving burden estimation
for each type of data, the data collection effort, and the analysis effort. Chapter 1V presents the
findings in summary form. Chapter V discusses the methodology for estimating the burden for the
1999 5500 forms. Chapter VI discusses the findings of the study of the 1999 burden estimation.
Appendix A presents the minutes of the expert panel meeting, Appendix B presents the data
collection instruments used in the study, Appendix C presents the baseline burden analysis
spreadsheets, Appendix D presents the instruments used for quantifying the change in burden,
Appendix E presents the change in burden and 1999 burden spreadsheets, Appendix F presentsthe
agency burden proportions by plan of datatype, and Appendix G provides the OMB presentation

delivered on May 12.



II. BACKGROUND: THE CURRENT DOL AND IRSMETHODOLOGIES

The current DOL and IRS methodologies for calculating the filer burden associated with
completing the 5500 series forms and schedules had inherent limitations which impacted their
accuracy. The DOL methodology produced estimates broken down by type of plan and the type of
datafiled by each plan. Thisisthe only means of allocating burden between agencies, because the
allocation depends on the type of plan and the type of datafiled. The DOL methodology, however,
wasoverly ssimplified, lacked any input fromfilers, and excluded many filing-rel ated, record keeping
and data collection activities, aswell asmany filings and filing components. The IRS methodology
was very complex and relied greatly on input from tax return filers, but did not include any
assumptions about the 5500 filing process, which isdifferent. Thel RS methodology overstated the
amount of record keeping required, perhaps because the dataiit relied on was collected prior to full
automation of many record keeping systems. The IRS methodology also overstated the burden of
researching the law, because most 5500 preparers are professional service providers who amortize
their legal research burden over many filings.

Table 11.1 contains the DOL and IRS burden hour estimates for the streamlined 1999 forms
prepared at the time the proposed form revision was published.® Those are the most current

estimates available under the existing methodol ogies.?

'Federal Register, vol. 62, no. 170, September 3, 1997.

2The IRS total annual burden estimate for the 1997 forms was 56.4 million. The estimatesin
the table are the initial estimates for the 1999 forms, published in the Federal Register. Federal

Register, vol. 62, no. 170, September 3, 1997.



A. DEPARTMENT OF LABOR

DOL’ smethodol ogy for estimating burden, though directly tailored and targeted specifically to
the 5500 series forms, did not include input from either plan sponsors or service providers. The
PWBA analysisisthus overly smplified, because it fails to consider many of the specific burdens
involved in collecting and coordinating the information required by the forms. The DOL analysis
did not include record keeping and data collection costs, incurred by sponsors, paid form preparers
or enrolled actuariesand accountants, who must perform specific functionsto comply with thefiling
requirement. The DOL methodology did not factor in the involvement of multiple organizationsin
asinglefiling. For example, even when the sponsor outsources the filing preparation, the sponsor
often meets with auditors, provides extensive participant data, reviews financial statements, and
always approves and signs the final submissions. The DOL methodology also excluded some of
thefilings and forms filed to meet 5500 reporting requirements when they apply exclusively to the
IRS, and therefore understated the total burden.

DOL did not attribute a record keeping burden to the Form 5500 and thus excluded many
significant activities, including nondiscrimination testing, profilesof the participant population, and
datacollectionto complete Schedule SSA. DOL did not include arealistic assessment of the burden
on either sponsors and accountants of conducting the annual plan audit, nor did it include arealistic
cost of preparing Schedule B. Following is DOL’s description of its methodology and its burden
estimates:

TheDOL usesamatrix involving aseriesof mathematical cal culationsto estimate burdens

associated with preparing, sending, and learning about the Form 5500 Series report.

Burden hour cal cul ations are determined by identifying groups of planswithintheuniverse

of filersthat have similar reporting requirements and grouping them into categories based

onthoseannual reporting requirements. Under the current estimating scheme, theuniverse

isdivided into three basic plan types. defined benefit pension plans, defined contribution
pension plans, and welfare plans. Each of these major plan typesisthen further subdivided



into multiemployer and single-employer plans and into self-insured plans, fully insured
plans, and split funded plans. Sincethefiling requirementsdiffer substantially for smaller
and larger plans, the plan types are further divided by plan size. For smaller plans (those
with fewer than 100 participants) the multiemployer/single-employer distinction is not
retained because there are so few small multiemployer plans. Thus, for larger plans,
calculationsare prepared for fifteen different plan types, and for smaller plans, cal culations
are prepared for nine different plan types.

In addition to separating plans by type and size, to make the burden hour calculations
manageable and moremeaningful, individual questionsontheform aregrouped by thetype
of information requested. The grouping of items includes the following categories:
(1) instructions and plan identification information, (2) plan operation information,
(3) financial/ fiduciary information, (4) plan qualification and tax information, (5)
minimum funding questions, (6) plan assetswith financial schedules (including Schedules
Cand G), (7) Schedule A, (8) Schedule B, and (9) Schedule SSA.

Each group of related itemsis reviewed, and an estimate of the time needed to complete
that group isdeveloped. When itemsin acategory are required by more than one agency,
the estimated time required by each type of plan filing is allocated among the agenciesfor
that particular category of items. Thisallocation isbased on whether only asingleitemin
agroup is required by more than one agency or whether several or al of the items are
required by more than one agency. Because filers must read not only the instruction to
particular categories, but also genera instructions pertaining to the genera filing
requirements for small and large plans, a burden is assessed for the instructions on the
particular group and as awhole. This burden is included within the plan identification

category.

Thismethodol ogy isdesigned to approximate the burden actually imposed on filers. Thus,
aplan’s reporting burden is defined in terms of the specific items and schedules it must
comply with, and it will depend on the size of the burden, its funding method, and the
investment structures.

Table I1.2 contains DOL’s aggregate burden hour estimates for both large (5500) and small

(5500 C/R) plans along the dimensions outlined above.

B. THEIRSMETHODOLOGY
The methodol ogy used by theIRSwasalso limited, inthat it isnot 5500 series specific, and was
based on the burden required to compl ete individual and corporate tax documents. The 5500 series

forms are unique in many ways and thus should be analyzed separately from other tax forms. For



example, completing Schedule B involves outsourcing to an enrolled actuary to obtain specific
funding calculations and assumptions. Similarly, SSA, which lists separated participants with
deferred vested benefits, is extremely burdensome for large filers to complete; it aso is unique to
the 5500 series of forms. For these reasons, an analysistailored to 5500 series forms and schedules
would be superior to a burden analysis that does not include data on how 5500 forms are actually
prepared. Table 11.3 contains the initial IRS burden estimates for the form and schedules for the
following four activities: (1) record keeping; (2) learning about the law or form; (3) preparing the

form; and (4) copying, assembling, and sending the form.?

*Federal Register, vol. 62, no. 170, September 3, 1997. These hours reflect IRS initial

estimates for the 1999 forms.
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TABLEII.1

DOL ESTIMATES UNDER CURRENT METHODOLOGY

TOTAL INDIVIDUAL FILER BURDEN BY TYPE OF PLAN AND ITEM CLASS

Plan Type Total Hours
5500 - Large Plans (greater than 100 participants)

Defined Benefit, Multiemployer, Split Funded 11.48
Defined Benefit, Single Employer, Split Funded 8.82
Defined Benefit, Multiemployer, Self-Insured (Trust) 10.98
Defined Benefit, Single Employer, Self-Insured (Trust) 8.32
Defined Benefit, Fully Insured 5.65
Defined Contribution, Multiemployer, Split Funded 9.53
Defined Contribution, Single Employer, Split Funded 6.87
Defined Contribution, Multiemployer, Self-Insured (Trust) 9.03
Defined Contribution, Single Employer, Self-Insured (Trust) 6.37
Defined Contribution, Fully Insured 3.68
Welfare, Multiemployer, Split Funded 7.33
Welfare, Single Employer, Split Funded 4.67
Welfare, Multiemployer, Self-Insured (Trust) 6.83
Welfare, Single Employer, Self-Insured (Trust) 4.17
Welfare, Fully Insured 1.75
5500C - Small Plans (L ess than 100 participants)

Defined Benefit, Split Funded 553
Defined Benefit, Self-1nsured (Trust) 5.03
Defined Benefit, Fully Insured 4.53
Defined Contribution, Split Funded 4.70
Defined Contribution, Self-Insured (Trust) 4.20
Defined Contribution, Fully Insured 3.68
Welfare, Split Funded 2.00
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Plan Type

Total Hours

Welfare, Self-Insured (Trust)

5500R - Small Plans (L ess than 100 participants)
Defined Benefit, Split Funded

Defined Benefit, Self-Insured (Trust)

Defined Benefit, Fully Insured

Defined Contribution, Split Funded

Defined Contribution, Self-Insured (Trust)

Defined Contribution, Fully Insured

Welfare, Split Funded

Welfare, Self-Insured (Trust)

1.50

2.93
243
2.68
212
1.62
1.87
0.97
0.47
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1. METHODOLOGY FOR BASELINE (1997) BURDEN ESTIMATION

Thischapter presentsthe methodol ogy used to estimate 5500 baseline burden. First, wediscuss
key issues and assumptions used, then the issues that arose, to develop burden estimates for each

type of 5500 data. We then present the data collection and analysis methodologies.

A. OVERALL APPROACH AND KEY ASSUMPTIONS
Due to the many factors that bear on the problem, numerous issues must be resolved in
estimating 5500 filing burden. Thissection describestheissueswe confronted and the decisionsthat

were made to resolve them to create the basic assumptions that underlie the study.

1. Estimates Developed for Both Sponsor Hoursand Service Provider Dollars

A basic assumption in this study is that the agencies should measure burden undertaken by
service providersin dollars, and burden undertaken by plan sponsorsin hours. Thefinal outcome
would thus represent sponsor and service provider burden separately, with the total of the two
measures (hours and dollars) constituting the total burden.

The burden of complying with the 5500 reporting requirements falls on plan sponsors who, in
turn, rely on professional service providerswho perform many support functionsfor plans, including
providing and preparing datafor the 5500 report. These service providersinclude accounting firms
(which may perform audits, record-keeping functions, and form preparation functions); actuarial
firms (which provide actuaria services to defined benefit pension plans and may also perform
record-keeping and form preparati on functions); third-party administrators, which may beaccounting
or actuarial firms themselves and which perform the same functions; banks, insurance, and mutual

fund companies and banks that perform record-keeping and form-preparation functions.
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Under Officeof Management and Budget (OM B) guidelinesadopted by the DOL for estimating
burden, burden incurred by sponsorsis measured in hours and burden incurred by service providers
is measured in dollars. In order to avoid double counting burden, we made an assumption about
what proportion of filingswere prepared by sponsorsand what proportion by serviceproviders-- this
is perhaps the most important assumption in the study. The expert panel estimated that 90 percent
of filings are prepared by service providers. The panel also noted that it isimportant to capture the
hours sponsors spend to support the filing process, even when the form is filled out by service
providers. These activities include responding to requests for information about plan participants
and reviewing thefiling. Thefindings of the study indicated that sponsors also spend considerable
time supporting auditors.

It was also important to collect data from sponsors who undertook the Form 5500 burden
themselves, even though these sponsorswould be difficult to identify because this study wasreliant
on using service providersto identify sponsors; by definition these sponsors used service providers
for filing. Thereis aso no way to use the 5500 data files to identify sponsors who complete the
filing themselves.

Finally, it was important to accurately capture actuarial and audit fees, which must be paid by
al sponsors for defined benefit plans and those filing Form 5500 for a plan for which an audit is

required. We therefore developed an approach that measured four types of burden:

v Burdenincurred by service providerswhen service providers preparethefiling (group A). This
type of burden was applied to 90 percent of filings, which is our assumption of the proportion
of filings which are prepared by a service provider.

v Burden incurred by actuaries and accountants when either a service provider or a sponsor

preparesthefiling (group B). Thistype of burden wasapplied to 100 percent of plansfor which
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aScheduleB or anauditisrequired. Thesefunctionsare performed by accountantsor actuaries

regardless of whether thefiling is prepared by a service provider or sponsor.

v Burdenincurred by sponsors when sponsors prepare the filing (group C). Thistype of burden
was applied to 10 percent of filings, which is our assumption of the proportion of filings
prepared by sponsors.

v Burden incurred by sponsors when service providers prepare thefiling (group D). This

burden was appliedto 90 percent of filingswhich isour assumption about the proportion
of filings prepared by sponsors.

2. Estimates Developed for Each Plan Type and for Each Filing Component
Developing estimates of 5500 burden is complicated by the large number of variables to

consider. At least 52 general types of plans submit subsets of 17 types of datawhich arefilled out
by sponsors and service providers in a huge number of combinations. The basic approach used in
thisstudy wasto solicit informed input from peoplewho spend most of their time dealing with 5500
filings and thus have a good understanding of how the filings are prepared in the real world. Itis
impossibleto develop empirical datafor the actual time spent, because no such records are kept and
the large number of filing scenarios would require that records be kept by many service providers
and sponsors. However, by collecting fairly detailed information from expertsin the field, and by
projecting thisinformation to the type and number of componentsfiled by each type of plan and by
the volume of each type of plan, reasonable estimates can be made.

MPR adopted the DOL approach to estimating filer burden by plan type and data type because
it was the only way to allocate the total burden estimate between the IRS and DOL. This method
develops estimates for each of the types of datafiled, rather than for plans asawhole. MPR added
datatypesthat were not included in the DOL study because they represented IRS requirements and

not DOL requirements. By developing separate estimates for each component of afiling, we can
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alocate the burden entirely to DOL, IRS, PBGC, or SSA, or it can be split between the four

agencies.

B. COLLECTING AND USING AGGREGATE DATA ON TIME AND DOLLARS

Wewere not aways ableto obtain estimates broken down by the type of datafiled, for example,
plan identification, plan operations and so forth. Sponsors who do not complete the filing
themselves play avery limited role and obviously would not be able to furnish information on how
much of their time is spent on each type of data. We thus collected aggregate data from these
sponsors to estimate the time they spend for each plan as awhole.

It isdifficult for service providers to estimate costs associated with 5500 filing because these
costsareincluded in bundled services. Some service providers conducted research and took thetime
to allocate the burden among the datatypes. Other service providers took less time or were only
comfortable in giving estimates of their aggregate billing rate for each type of plan for which they
completed filings or performed a 5500-related service.

It was important to use the aggregate data to increase the breadth of the analysis, but the data
had to be disaggregated or it could not be used to all ocate burden among the agencies. Theaggregate
dataare spread acrossthe datatypes based on the proportions of burdenincurred by each type of data
as collected from respondents who were able to provide more detailed data.

C. DISTINGUISHING 5500 BURDEN FROM NORMAL PLAN OPERATIONS AND

OTHER ERISA BURDEN

One of the most difficult issues in estimating 5500 burden is distinguishing the burden
associated with normal plan operations and other aspects of ERISA from the burden specifically
associated with the 5500 filing requirement. There are two separate problems: first, the respondent

must decide if the burden is a normal and customary business practice, and second they have to
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decide if the burden is related to the 5500 specifically, rather than to another ERISA-related
requirement, because the agencies already include in their burden estimates the burden associated
with other ERISA information collection activities besides the 5500.

The problem is fairly straightforward for the Department of Labor. Title | of ERISA and the
Department’s regulations clearly describe the 5500 reporting requirements which could be
distinguished from other DOL datacollection requirements. For example, the plan audit requirement
is in Section 103 and should thus be included in the 5500 burden, not in another information
collection activity burden.

This is a more complex problem for the IRS, because there is no language in Title Il that
specifically lists activities required for the 5500. Therefore, record keeping activities such as
actuarial valuations and nondiscrimination testing, which aretwo of the most significant burdenson
5500 filers, are not specifically prescribed by the filing requirement. IRS officials explained that
even beyond the lack of clarity in the Internal Revenue Code about where the burden should be
assigned, the steps required by sponsorsto have their plans meet al IRS qualification rulesare a'so
related to the sponsor’ scorporate tax return wherethe deductionsare ultimately taken. It wasagreed
that the actuarial valuation would occur even in the absence of the government’ s plan qualification
provisions, in order to determine the required funding for the plan. The IRS provided MPR with a
series of assumptions on which parts of the Schedule B would be done as a normal and customary
business practice and under what circumstances. The data collection methodology and the level of
effort respondents were willing to commit did not allow detailed breakouts of the actuarial and
nondiscrimination testing efforts. Respondentsweresimply asked to estimate the burden using their
best judgment. These issues are discussed further in the actuarial and plan qualification sections

below.
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Given the limitations on the length of time respondents were able to devote to the study, the
respondents were asked to include in their estimates only that burden which, in their judgment, is

not anormal and customary business practice and which is required specifically by the 5500.

D. LEVEL OFDETAIL INESTIMATING THE TYPE OF BURDEN INCURRED

The current IRS and DOL estimates are based on a breakout among different types of burden:
record keeping, learning about the law, and preparing thefiling itself. Not only are these breakouts
difficult to estimate, there are severa important factors which make such breakouts of the burden
less meaningful.

L earning about the law becomes a less significant burden when we estimate that 90 percent of
all 5500 filings are prepared by professional service providers. Because these providers prepare
many 5500s each year, the marginal burden on aper filing basisfor learningthelaw isvery low. The
large percentage prepared by service providersal so mitigatesthe additional burdenimposed onfirst-
time filers, because most of these would use service providers who would already know all the
reporting rules.

Record keeping is also difficult to estimate. Many service providers have software which is
specifically devel oped to provide datain theformat required by the 5500. Becausethisdevelopment
has been done incrementally for many years, thereis no significant cost on an annual basis. Some
serviceproviderswereableto estimatethelr annual maintenance costsfor softwareand otherssimply
reported these costs in their fees. Service providers set up for very large scale record keeping in
relatively low cost regionsgenerate 5500s very efficiently. Because respondentswere not normally
able to provide estimates of software maintenance burden, it is possible that those costs are

understated.
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E. ISSUESAND FINDINGSRELATING TO SPECIFIC TYPES OF 5500 DATA
This section presents assumptions made in estimating burden for specific types of 5500 data
filed which required specia analysis. These assumptions include adjustments made to account for

variable form volumes and how to allocate data-specific burden among agencies.

1. Plan Identification

When respondents reported time spent copying and reviewing thefiling, it was assigned to this
datacategory. For welfare plans, we have allocated 10 percent of the plan identification datato the
IRS. Thisisbased on the assumption that for 20 percent of the welfare plansthe IRSisresponsible
for 50 percent of the plan identification data. This is because 20 percent of welfare plans file a
Schedul e F becausethey contain fringe benefitsand therefore need to filethe planidentification data

for the IRS aswell as DOL.

2. Plan Qualification/Tax Related Items

As discussed above, the IRS advised that the burden of plan qualification could logicaly be
spread over severa tax forms, including Form 5330 and the corporate tax return on which the
deductions for contributions to qualified plans ultimately is taken (Form 1120). This study has
alocated all of the burden reported for coverage testing to the 5500 burden based on the judgment
of the respondents. There remains an issue as to whether the reported burden on the 5500 should

be reduced because it is double counting burden reported on the other IRS tax forms.

3. Minimum Funding Items
These items apply basically to defined benefit plans (under rare circumstances, they can apply
to defined contribution plans). These are normally provided by the actuary as part of the actuaria

services and are thus not normally completed by the filer (whether thefiler is aservice provider or
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asponsor) unlessthefiler isthe actuarial firm. Thus, itislogical to expect low reported figures for
sponsor hours and for dollars when service providers file. Sometimes respondents broke out the
actuarial fees between thisitem and Schedule B, and sometimesthey were all allocated to Schedule
B. For the purposes of estimating total IRS burden, this breakout is irrelevant. Because the
allocation wasdoneinconsistently, it issafer to combine the burden from this estimate and Schedule

B together to estimate the total burden on actuaries.

4. 5500 Financial Schedules
We assumed that for 27 percent of defined benefit plans only one-third of the normal financial
burden should be included because the assets are entirely invested in DFEs which simplifies

reporting. This also appliesto 19 percent of the defined contribution volumes.

5. Auditsand Accountants’ Reports

Both the panel and the respondents agreed that the entire burden of the plan audit (which is
required for al plans with more than 100 participants and which maintain a trust) should not be
attributed to the 5500, because other factors would cause plan sponsors to have their plans audited,

absent even the 5500 filing requirement:

v It was assumed that all multiemployer plans would be subjected to audit as a normal and
customary practice by plan trustees. Respondentsuniversally agreed with thisassumption, and
therefore no audit costs for these plans are included in the estimates.

v Because we determined that even some plans filing 5500C or R which are not subjected to the
audit requirement areaudited, it isclear that auditswould occur for some single employer 5500s
absent the 5500 requirement. Based on discussionswith respondentswe haveassumed that very

large single employer plans (greater than 10,000 participants) woul d be audited absent the 5500
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requirement and therefore have not assessed any burden for these plans. For large single

employer plans (between 100 and 10,000 participants), we have assumed that 25 percent of

single employer plans would be audited absent the 5500 requirement and have therefore
assessed the reported burden to 75 percent of these plans.

There are often two service providers involved with audits--one to conduct the audit and one
to use the audit information to complete the form. We analyzed these data separately to facilitate
the computation of atrue average and to allow the cumulative amounts to be reported. In addition
to two separate service providers incurring burden for a single audit, plan sponsors always incur a
burden for an audit to provide information.

Several respondentsreported that theaudit process often includes nondi scrimination testing and
other analyses of participant data. We havethereforeallocated only 75 percent of the reported audit
coststo the audit datatypeto avoid double counting the burden of the additional participant analysis

conducted under the audit.

6. ScheduleA

We devel oped aratio of the numbersof Schedule Asfor each type of filing used to calculatethe
total Schedule A burden. The inflation factor is a proportion derived by dividing the total number
of Schedule As processed in plan year 1995, specific to that plan type, by the number of processed
filingsfor that plan typein 1995. The burden of the insurance company to generate the Schedule A
dataand the burden of thefiling preparer (service provider or sponsor) to collect, review, and report

the information were analyzed separately.

7. ScheduleB
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Burden estimates for the completion of Schedule B, like minimum funding data and the
nondiscrimination testing in the plan qualification data, may be partly allocated to other IRSforms,

pending discussions with IRS.
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8. ScheduleC

The burden of Schedule C was estimated based on the average number of Schedule Csfiled per
5500. A deflation factor was derived by dividing the total number of Schedule Cs filed by 5500
filersin 1995 by the total number of filings for plan typesthat filed Schedule Csin 1995, exclusive

of pure fringefilings.

9. ScheduleE

The total of the estimated number of Schedule Esfiled in asingle plan year was weighted by
afactor of .10 for sponsors (groups C and D) and .90 for service providers (groups A and B). This
adjusted estimate of the number of Schedule Esfiled in a plan year was then divided by the total
number of filingsin planyear 1995 for plan typesthat filed Schedule Es. Thetotal number of filings

for plan year 1995 was specific to each group.

10. ScheduleF

A deflation factor for Schedule F was derived by dividing the total number of Schedule Fsfiled
in 1995 by the number of plansfor plan types which filed Schedule Fsin 1995.

The vast mgjority of filings that have a Schedule F attached (approximately 80 percent) are
fringe-benefit-only plans for which the Schedule F is the mgjor filing component. Schedule F also
isrequired for approximately 20 percent of welfare plans because they contain fringe benefits, and
thus would need to file plan identification data. We have therefore included Schedule F burden
estimatesfor every fringe benefit plan and for 20 percent of welfare plans. ScheduleF, required by
the IRS, involves calculations that involve participating employees. Burden for welfare plansis

allocatedto DOL except for the preparation of ScheduleF. However, for 20 percent of welfare plans
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the IRS isresponsible for 50 percent of the plan identification burden, so the IRSisresponsible for

10 percent of the plan identification burden for all welfare plans.

11. Schedule SSA

A deflation factor for Schedule SSA wasderived by dividing thetotal number of Schedule SSAs
filed in 1995 by the number of plansfor three groups of plan typeswhich filed Schedule SSAs:. very
large, large, and small plans. The average burden hours associated with completing a Schedule SSA
was assumed to be the same whether the plan was a defined benefit plan or a defined contribution
plan. This assumption was based on the premise that while defined benefit plans are required to
track more separated vested plan participants, this burden is offset by the burden of tracking the

timing of participant separation and payouts associated with defined contribution plans.

F. DATA COLLECTION METHODOLOGY
1 Study Plan

The data collection methodology consists of in-depth interviews of service providers and
sponsorsinlieu of alarge-scaledata-gathering effort. 1t wasdetermined that in-depthinterviewsand
flexible data collection instruments which are more qualitative would produce useful burden
estimates without the cost and additional burden to the public which would be required by alarge-
scale data collection.

The study plan also included convening an expert panel, of up to six members, to produce
preliminary estimates of 5500 filer burden and to discussthe basi c assumptionsregarding therecord
keeping burden and the burden of reviewing relevant laws and regulationsimplicit in the definition

of “burden” for the Form 5500 Series.
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2. I nput from Panel Meeting

A panel of expertswas convened on June 9, 1998. The expertswererecruited by contacting
most major employee benefit-related trade associations and asking for knowledgeable experts on
5500 preparation. Themeeting covered abroad range of topics, including the approach to measuring
burden, thelevel of detail that was practical in the data collection instrument, the sampling strategy
and specific filing components which represented the most burden.

Prior to themeeting, MPR circulated adraft of the proposed datacollection instrument to the
panel members. Theinstrument contained two tables. Thefirst table (A) listed all the varioustypes
of service providers; the second (B) contained all the types of 5500 data that were collected. MPR
explained that the proposed final instrument would consist of a matrix linking the service provider
table with the data type table. In this model, each respondent or service provider would be asked
only to give burden estimates for data types that were applicable. For example, a service provider
who completes the 5500 EZ would not be asked to respond to questions addressing any schedules.
Panel members expressed some concern that it may be difficult for service providers to provide
burden estimates broken out in this manner, since they generally do not keep such records. After
discussions with respondents on thisissue, MPR reduced the level of detail of the instrument.

Discussions with the panel helped MPR finalize the sampling strategy, developing alist of
the types and numbers of service providers and sponsors that would be representative of al filers.
Thefollowingtable (Tablelll.1) liststhe specific types of sponsor and service providerscomprising
the sample proposed by the panel.

The sampling specifications were designed to represent as many plan typesaspossible. The
sampleof sponsor typesincorporates defined benefit plans, defined contributions plans, and welfare

plans, because large sponsors generally maintain at least one of each type of plan.
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The panel participants were asked to provide contacts for each of the proposed sample
groups. Thepanel members placed theinitial callsto the contactsto explain the purpose of the study
and to ask for their participation. They then provided the names and numbers to MPR, to use as
either in-person or telephone respondents. M PR urged the panel to contact service providerswithin

the regional areato allow for in-person interviews, if possible.
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TABLEIII.1

SAMPLING SPECIFICATIONS

Sponsor or Service Provider Type

Sample Size

Multiemployer

Very Large Single Employer
Large Single Employer
Small Sponsor

5500 EZ

Banks

Insurance

Actuarial

Accounting

Mutual Funds

Third-Party Administrators (TPAS)

3

w A~ DN NN P OO W W

Total

W
o
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3. Development of Questionnaire

Following the panel meeting, and after preliminary discussions with several service
providers, MPR continued to refine the data collection instrument. The final instrument contained
all the proposed categories of datatypes, but areduced number of plan types, to reduce the amount
of research that respondents had to conduct to determine the number of filingsthey serviced or filed
for each category of plan type. Data type breakouts are essential to alocate burden between
agencies, the burden by data type either varied little by plan type or varied predictably to enable us
to make estimates by plan type.

Afterinitial telephone discussionsto explainthe purpose of the study and theissuesinvolved
in distinguishing 5500 burden from normal and customary business practice, all respondents were
sent a self-administered questionnaire to capture the types of plansthey serviced and the burden for
each data type. Separate questionnaires were developed for service providers and for sponsors.
Questionnairesfor serviceprovidersconsisted of apersonalized cover letter, plustwo datacollection
tables and a copy of the 5500 annotated to indicate the items that belonged to each of the categories
of data. Thecover letter explained the purpose of the study, that it was sanctioned by OMB, and that
they should include only estimates of burden directly attributableto the 5500 filing requirement, not
normal and customary business practices or other federal data collection activities. The data
collection tables included the following:

v Table A: Typesof 5500 Filings Serviced. Thistable listsall relevant plan types and asks
for estimates of the number of plansfiled or supported.

v Table B: Estimated Costs of Record Keeping and Filing Types of Data.

Thistableliststhe 5500 datatypes and asksfor the associated record keeping
and filing costs of each, if applicable.
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The questionnaire for sponsorsincluded a cover letter and two data collection tables, which
were used to collect the same types of data as the service provider tables, but the categories were
tailored to sponsors. Appendix B contains additional information about the respondent packages,
aswell as copies of the cover letters, data collection instruments, and annotated forms provided to

respondents.

4, Fielding Period

MPR contacted potential respondents as soon as panel members provided us with the
contacts. Initially, there was success locating regional TPAs and regiona accounting firms, but
difficulty finding single employer and multiemployer sponsors. In certain cases, obtaining the
contact information from the panel members required significant follow up, including as many as
15 phone calls per respondent.

Prior to mailing the questionnaire packages to the service providers and sponsors, MPR
called the contact person to ask for their cooperation and to provide additional information on the
purpose of the study. The questionnaires were mailed out on arolling schedule, as new contacts
were provided to us.

Some respondents contacted MPR to seek clarification or to ask questions. In other cases,
MPR contacted the respondent upon recei pt of the questionnaireif therewere unanswered questions
or suspect data. There were several refusals, and there were a number of respondents who agreed
to comply only after we agreed to accept aggregate data (rather than burden broken out by type of
5500 data), because they could not obtain the information needed from their company to estimate

burden broken down by data type.
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A number of sponsorsof small planswere not sent the questionnaire, but instead were called

and asked a subset of questions, including:

<

Number and type of plans?

v Plans completed in-house or outsourced?
v If completed in-house, the approximate amount of time spent per plan?
v If outsourced, the approximate amount of time spent preparing?

v Are the plans audited?
v If they are audited, how much time is spent preparing for, participating in,
and following up?
The following table (Table I11.2) provides alist of the types of respondents and the total
number of respondentsfiling plansrepresenting these categories. Thethird column providesthetotal

number of all plansfiled in each plan type category.

G. ANALYSISMETHODOLOGY

This section describes the numerous stages involved in analyzing the data to produce the
estimates. Thefirst step wasto map the observationsto plan types. Thiswas straightforward when
the observation was for a specific plan. For service providers who prepared filings for many types
of plans, we mapped the data to each type that they serviced.

All observationswerethen sorted into thefour groupsdetailed previously. The observations

for these groups are summarized in Table [11.3.
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TABLE 1.2

COMPARISON BETWEEN NUMBER OF PLANS REPRESENTED BY THE SAMPLE
AND TOTAL NUMBER OF PLANS FILED

Number of Plans

Total Number of

Survey Plan Type Categories Filed by Respondents Plans Filed

1  Single Employer Defined Benefit (DB), 278 1,087
Greater Than (GT) 10,000 participants

2  Single Employer DB, 100 to 10,000 928 14,549
participants

3  Single Employer DB, Less Than (LT) 100 3,142 54,475
participants (5500C/R)

4  Single Employer Defined Contribution 208 1,225
(DC), GT 10,000 participants

5  Single Employer DC, 100 to 10,000 4,054 42,907
participants

6  Single Employer DC, LT 100 participants 44,748 587,633
(5500C/R)

7  Single Employer Welfare, GT 100 8,945 86,305
participants

8  Single Employer Welfare, LT 100 28 21,100
participants

9 5500EZ 227 234,500

10 Multiemployer DB 150 1,766

11 Multiemployer DC 227 1,135

12 Multiemployer Welfare 100 3,170

13 Cafeteria Plan (Fringe Benefit Only) 232 135,000

Totals 63,267 1,184,852

31



TABLEIII.3

SAMPLING PLAN AND SAMPLING RESULTS

Number of Observations Collected

Aqggregate
Burden by Plan Type Totd
Type of Respondent By Data Type Observations
A. Service 145 88 233
Providers
(Dallars)
B. Service 39 0 39
Providers
(Dollars)
C. Sponsors 50 24 74
(Hours)
D. Sponsors 0 155 155
(Hours)

Service provider data were reported as costs in burden dollars (groups A and B). Sponsor
datawere reported as the number of burden hours (groups C and D). Some data from respondents
who do their own filing, and some data from service providers who do not do their own filing
(groups A, B, and C) were specific to each datatype. For example, specific values were provided
for Schedule A, Schedule C, and other data types. After collection, all respondent data were
assigned to aspecific group according to the above-mentioned characteristics. All of thefollowing
calculations and descriptions concern data within these respective groups.

In some cases, respondent data were reported as aggregate data (groups A, C). Inthe case
of sponsors who do not do their own filing (group D), all reported data were aggregate data.
Aggregate data were the total for the amount of burden hours or dollars that respondents exhausted
in completing the required forms. The number of cases where aggregated datawere reported varied
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acrossgroups. Inorder to estimate the burden that respondents exhausted for specific datatypes, the
aggregated data were distributed to specific data types according to the following procedure. First,
an average for data from respondents who provided specific data type data (groups A and C) was
calculated for each individual plan type. Second, atotal of the averages of specific data types for
eachindividual plantypewascalculated. Third, the averagefor each specific datatypefor each plan
typewas divided by the total of the averages of the datatypesfor that plan type (the number in step
two). Thefina number generated in step three became the proportion of burden that respondents
exhausted for that specific datatypein that plantype. Fourth, thisproportion was multiplied against
the reported aggregate data for that plan type, to properly spread these aggregated data back to
specific datatypes.

In caseswhere only onerespondent reported specific datatype datafor aparticular plantype,
it was not necessary to calculate an average for that data type across respondents. Thereported data
weredivided by the sum of all reported datafor that plan typeto arrive at aproportion of burden that
respondents exhausted for that specific data type, for that plan type.

After the assgnment of aggregate data to specific data types for each plan type was
completed, anew average for each datatypefor each plan typewas calculated. The new averagefor
each data type and for each plan type was multiplied by a percentage figure for each government
agency to arrive at a proportion of burden allocated to each agency. Appendix D contains the
proportional allocationto agenciesby plantypeand datatype. Thisnumber will hereafter bereferred
to as the agency percentage figure. For Schedules A, C, E, F and SSA, the new averages were
inflated or deflated by a proportion derived by dividing the total number of each schedule filed by
thetotal number of filingsfor plan typesthat could filethat schedule. In caseswhere somedatatypes

did not pertain to a particular plan type, data were not presented.
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The volumes of plan types processed for plan year 1995 were used to create the estimates.
A volume share number was cal cul ated by multiplying the volume of plan typesby aweighted factor
of .90 for sponsors who do not do their own filing (group D), .10 for sponsors who do their own
filing (group C), no weighting for service providers who do not do their own filing (group B) and
90 for service providers preparing filings (group A). A figurefor atotal volume sharefor each plan
type was calculated by multiplying the total by the volume share. 1n the cases of datafor Schedule
A, C, E, Fand SSA thistotal figure included the above-mentioned inflation or deflation factors. A
total volume share for each government agency was then calculated by multiplying the agency
percentage figure (described above) by the volume share for that data type for that plan type. The
data from each plan type were then summed across groups by respondent type, to produce the
summary tablesin Chapter 1V and Appendix C.

After total volumesharesin both hoursand dollarswerecal cul ated, the burdenindollarswas
then converted to hours by using arate of $75 per hour.* Thetotal derived burden in hourswasthen
divided by the volume of filingsin each plan and data type, to derive average burden unit costsin
hours by plan and datatype. It should be noted that these burden unit costs do not incorporate the
inflator and deflators already discussed, because the unit burden costs represent the average cost for
filing one schedule, not the average cost of filing aschedule acrossall filers, regardless of whether

they file the schedule and regardless of how many of those schedules they file. For example, the

! For the purpose of simplifying theillustration of changesin burden, the costs reported for the
1997 baseline have been converted to hours at arate of $75 per hour. Thisrate, which was supplied
by DOL, isbased on averagelabor hour ratesfor lawyers, accountants, budget analysts, and financial
managersfrom the 1998 Employment Cost Index and the 1997 Occupational Employment Statistics

Survey (Bureau of Labor Statistics) as adjusted for estimated overhead and profit margin.
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burden unit cost for a Schedule A is the cost of filing one Schedule A, even though the inflator
indicatesthat thetypical filer submits morethan one Schedule A. Similarly, the unit burden cost of
a Schedule E is the cost of filing one Schedule E, even though the deflator indicates that filers, on

average, submit fewer than one Schedule E.
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V. FINDINGS OF BASELINE (1997) BURDEN ESTIMATION

This study showed that the 5500 burden falls in between the previous estimates devel oped by
DOL andthe IRS. We estimate that the total burden isabout 3.6 million sponsor hours, plus about

$875 million in service provider costs. Table IV.1 summarizes the results of the survey and the

anaysis.
TABLEIV.1
SUMMARY OF BURDEN BY AGENCY
Burden on Service Providers

Burden on Plan Sponsors, to Plans, Measured in Hundreds
Agency Measured in Hours of Dollars
IRS 2,131,261 $301,312,071
DOL 1,291,458 $557,907,422
PBGC 6,173 $3,378,271
SSA 220,074 $12,194,358
Total 3,648,966 $874,792,122

These estimates fall in between the current DOL and IRS burden estimates. If we convert the
service provider burden to hours, using afigure of $75 per hour*, the service provider burden would

be 11.7 million hours, resultingin atotal burden of approximately 15.3 million hours. Thisestimate

For the purpose of simplifying theillustration of changesin burden, the costsreported for 1997
baseline have been converted to hours at arate of $75 per hour. Thisrate, which supplied by DOL,
is based on average labor hour rates for lawyers, accountants, budget analysts, and financial
managers from the 1998 Employment Cost Index and 1997 Occupational Employment Statistics

Survey (Bureau of Labor Statistics) as adjusted for estimated overhead and profit margin.
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greatly exceedsthecurrent DOL estimate. Thereare sound reasonsfor this. First, the DOL estimate
excludes many 5500 filings and many types of 5500 data for which DOL has no jurisdiction. The
DOL estimate also is based on overly simplified assumptions and excludes many record keeping,
data collection and coordination activities related to preparing 5500s. For instance, the DOL
assumption that sponsors should keep records which match 5500 requirements was not validated by
the survey results. Our analysis aso showed that there are often three separate organizations which
incur burden for asingle filing: an actuarial firm, an accounting firm, and the plan sponsor. If the
service provider preparing thefiling is other than the actuarial firm or accounting firm, and the plan
requires information from an insurance carrier, there may be five organizations involved. Our
methodology captures the burden for each organization separately for each plan type and type of
data, to alow for separate computation of averages, then produces cumulative totals.

Our estimate of about 15.3 million hoursis41.1 million hourslessthan the IRS estimate. One
reason for this difference is that most of the work on 5500s is performed by service providers who
spread their costs of learning the law across many filings, resulting in amore efficient filing process
than assumed by the IRS. The RS estimate may also reflect far |ess automated record keeping than
iscurrently achieved using sophisticated software, whichisspecifically designed to produce datafor
the 5500 report. Finally, because the unique circumstances under which form 5500s are prepared
were not analyzed in the IRS estimates, it isnot surprising that the estimates differ. The RS did not
use any empirical data on 5500 filing preparation, making it difficult to compare their estimates to
ours. TablesIV.2 and 1V.3 show the hours and dollars broken down by plan type and agency.

The high degree of variability in the datareflects the wide range of circumstances under which
5500 filings are prepared as well as the variability in filing requirements across different plans.

Higher estimates of burden reflected higher-cost service providers, more meticul ous attention to the
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TABLEIV.2

TOTAL SPONSOR HOURS BURDEN BY PLAN TYPE AND AGENCY

Form 5500 - Large Plans

(L =Large, VL =Very Large)

Volume Total Hours

1 DB, Multiemployer, Split Funded L 423

2 DB, Multiemployer, Split Funded VL 85

3 DB, Single Employer, Split Funded L 4,129

4 DB, Single Employer, Split Funded VL 345

5 DB, Multiemployer, Trust Only L 1,082

6 DB, Multiemployer, Trust Only VL 180

7 DB, Single Employer, Trust Only L 10,429

8 DB, Single Employer, Trust Only VL 741

9 DB, Fully Insured L 29
10 DB, Fully Insured VL 1
11 DC, Multiemployer, Split Funded L 265
12 DC, Multiemployer, Split Funded VL 24
13 DC, Single Employer, Split Funded L 16,810
14 DC, Single Employer, Split Funded VL 428
15 DC, Multiemployer, Trust Only L 874
16 DC, Multiemployer, Trust Only VL 53
17 DC, Single Employer, Trust Only L 28,237
18 DC, Single Employer, Trust Only VL 796
19 DC, Fully Insured L 493
20 DC, Fully Insured VL 1
21 Welfare, Multiemployer, Split Funded L 1,641
22 Welfare, Multiemployer, Split Funded VL 173
23 Welfare, Single Employer, Split Funded L 24,090
24 Welfare, Single Employer, Split Funded VL 1,249
25 Welfare, Multiemployer, Trust Only L 2,700
26 Welfare, Multiemployer, Trust Only VL 292
27 Welfare, Single Employer, Trust Only L 16,638
28 Welfare, Single Employer, Trust Only VL 1,445
29 Welfare, Fully Insured L 39,462
30 Welfare, Fully Insured VL 1,785

6,678
3,920
99,313
17,034
18,416
8,123
253,948
39,699
213

29
3,897
1,084
353,177
19,427
13,504
2,398
584,725
34,868
3,286
27
15,033
3,111
461,080
30,946
22,011
4,735
305,986
29,799
62,972
7,093

37

Total DOL
Hours

2,975
1,197
58,431
5,312
8,123
2,386
145,412
11,124
19

2

1,906
367
203,286
5,673
5,828
711
332,941
9,289
390

2
14,457
2,928
452,624
29,627
21,063
4,426
300,146
28,273
49,119
5,208

Total IRS Total PBGC

Hours

2,409
1,353
31,049
7,009
7,061
2,842
83,432
18,283
125

13
1,235
342
112,069
8,104
5,185
860
188,250
15,072
1,787
12

576
183
8,457
1,319
948
308
5,841
1,526
13,853
1,885

Hours

89
44
544
159
149
87
1,639
510

O O O 0O 0O 000000000000 OO0 OO o BN

Total SSA
Hours

1,206
1,326
9,290
4,554
3,084
2,808

23,465
9,781

65
13
755
374

37,823
5,650
2,491

827

63,533

10,507
1,109

-
w
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TABLE V.2 (continued)

Form 5500 C-Small Plans
31 DB, Split Funded
32 DB, Trust Only
33 DB, Fully Insured
34 DC, Split Funded
35 DC, Trust Only
36 DC, Fully Insured
37 Welfare, Split Funded
38 Welfare, Trust Only

Form 5500 R-Small Plans
39 DB, Split Funded
40 DB, Trust Only
41 DB, Fully Insured
42 DC, Split Funded
43 DC, Trust Only
44 DC, Fully Insured
45 Welfare, Split Funded
46 Welfare, Trust Only

Form 5500EZ
47 DB, 5500EZ
48 DC, 5500EZ
49 Pure Fringe

Totals

Volume Total Hours

7,018 24,514
20,635 66,188
636 1,918
59,675 174,024
196,822 519,079
901 2,190
4,057 6,379
8,243 10,209
8,045 14,029
17,947 26,758
194 291
83,677 100,111
245,497 222,677
1,061 1,013
2,074 2,341
5,327 4,258
22,967 15,104
211,393 51,352
135,000 0

1,186,069 3,648,966

38

Total DOL
Hours

6,607
13,493
570
57,981
136,341
842
5,296
8,008

6,066
8,993
148
63,351
114,828
820
1,802
2,871

2,131,261

Total IRS Total PBGC

Hours Hours
17,031 424
50,118 1,247

1,269 38

112,196 0
370,048 0

1,290 0

1,083 0

2,201 0

7,064 381
15,758 849

121 9
31,365 0
92,021 0

124 0

540 0

1,387 0
15,104 0
51,352 0

0 0
1,291,458 6,173

Total SSA
Hours

452
1,330
41
3,847
12,690
58

519
1,157
13
5,395
15,828
68

220,074



TABLEIV.3

TOTAL SERVICE PROVIDER DOLLAR BURDEN BY PLAN TYPE AND AGENCY

Form 5500 - Large Plans

1 DB, Multiemployer, Split Funded L

2 DB, Multiemployer, Split Funded VL

3 DB, Single Employer, Split Funded L

4 DB, Single Employer, Split Funded VL

5 DB, Multiemployer, Trust Only L

6 DB, Multiemployer, Trust Only VL

7 DB, Single Employer, Trust Only L

8 DB, Single Employer, Trust Only VL

9 DB, Fully Insured L
10 DB, Fully Insured VL

11 DC, Multiemployer, Split Funded L
12 DC, Multiemployer, Split Funded VL
13 DC, Single Employer, Split Funded L
14 DC, Single Employer, Split Funded VL
15 DC, Multiemployer, Trust Only L
16 DC, Multiemployer, Trust Only VL
17 DC, Single Employer, Trust Only L
18 DC, Single Employer, Trust Only VL
19 DC, Fully Insured L
20 DC, Fully Insured VL
21 Welfare, Multiemployer, Split Funded L
22 Welfare, Multiemployer, Split Funded VL
23 Welfare, Single Employer, Split Funded L
24 Welfare, Single Employer, Split Funded VL
25 Welfare, Multiemployer, Trust Only L
26 Welfare, Multiemployer, Trust Only VL
27 Welfare, Single Employer, Trust Only L
28 Welfare, Single Employer, Trust Only VL
29 Welfare, Fully Insured L
30 Welfare, Fully Insured VL

Form 5500 C-Small Plans
31 DB, Split Funded

32 DB, Trust Only

33 DB, Fully Insured

34 DC, Split Funded

35 DC, Trust Only

36 DC, Fully Insured

37 Welfare, Split Funded
38 Welfare, Trust Only

Volume

423

85
4,129
345
1,082
180
10,429
741

29

1

265

24
16,810
428
874

53
28,237
796
493

1
1,641
173
24,090
1,249
2,700
292
16,638
1,445
39,462
1,785

7,018
20,635
636
59,675
196,822
901
4,057
8,243

Total Dollars

$1,409,190
$813,438
$29,669,287
$4,267,520
$3,164,015
$1,619,129
$72,196,171
$8,482,568
$63,376
$9,331
$694,822
$150,837
$77,684,313
$2,593,363
$1,832,732
$233,838
$122,567,382
$3,667,714
$375,740
$1,872
$3,695,663
$619,940
$81,410,584
$6,372,431
$3,795,727
$616,406
$46,167,452
$3,281,891
$29,699,617
$3,447,940

$7,208,911
$16,859,457
$502,602
$35,287,291
$75,215,307
$334,008
$2,940,640
$2,100,881

39

Total DOL
Dollars

$653,105
$215,985
$21,184,591
$975,207
$1,291,545
$351,738
$51,161,233
$1,832,895
$7,669

$285
$451,086
$88,727
$68,021,283
$1,799,006
$1,112,166
$104,470
$106,335,676
$2,190,304
$165,905
$297
$3,635,928
$609,027
$80,533,662
$6,293,641
$3,697,442
$597,986
$45,561,797
$3,190,736
$28,263,124
$3,335,336

$2,561,390
$3,197,587
$137,130
$21,913,986
$31,107,042
$212,004
$2,858,556
$1,934,103

Total IRS
Dollars

$673,154
$500,328
$7,565,475
$2,845,441
$1,654,400
$1,061,216
$18,733,084
$5,869,338
$49,249
$7,976
$207,961
$40,510
$7,393,680
$505,457
$602,576
$81,669
$12,419,711
$940,110
$143,280
$900
$59,736
$10,913
$876,922
$78,791
$98,285
$18,420
$605,655
$91,155
$1,436,492
$112,603

$4,417,812
$12,986,458
$344,655
$13,208,414
$43,564,414
$119,514
$82,084
$166,778

Total
PBGC
Dollars

$25,827
$20,624
$361,806
$136,373
$71,999
$44,174
$893,939
$280,160
$2,544
$395

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$210,317
$618,394
$19,060
$0

$0

$0

$0

$0

Total SSA
Hours

$57,105
$76,500
$557,415
$310,500
$146,070
$162,000
$1,407,915
$500,175
$3,915
$675
$35,775
$21,600
$2.269,350
$288,900
$117,990
$47,700
$3,811,995
$537,300
$66,555
$675

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$19,392
$57,018
$1,757
$164,892
$543,851
$2,490
$0

$0



Table V.3 (continued)

Total
Total DOL Total IRS PBGC
Volume Total Dollars Dollars Dollars Dollars

Form 5500 R-Small Plans
39 DB, Split Funded 8,045 $7,080,604 $2,638,871  $4,206,701 $212,802
40 DB, Trust Only 17,947 $11,724,399 $1,815,664  $9,384,420 $474,725
41 DB, Fully Insured 194 $137,499 $42,685 $89,146 $5,132
42 DC, Split Funded 83,677 $37,774,438  $27,147,605 $10,395,619 $0
43 DC, Trust Only 245,497 $57,548,941  $26,371,252 $30,499,341 $0
44 DC, Fully Insured 1,061 $299,570 $234,336 $62,302 $0
45 Welfare, Split Funded 2,074 $1,310,703 $1,273,913 $36,790 $0
46 Welfare, Trust Only 5,327 $893,942 $799,448 $94,494 $0

Form 5500EZ

47 DB, 5500EZ 22,967 $11,097,113 $0 $11,097,113 $0
48 DC, 5500EZ 211,393 $26,768,405 $0 $26,768,405 $0
49 Pure Fringe 135,000 $69,103,125 $0 $69,103,125 $0
Totals 1,186,069  $874,792,122 $557,907,422 $301,312,071  $3,378,271

40

Total SSA
Hours

$22,230
$49,590
$536
$231,213
$678,348
$2,932
$0

$0

$0

$0

$0

$12,194,358



internal consistency and accuracy of the data, and more burdensome filing requirements. At one
extreme, reflecting the lowest cost is an environment where the service provider located in a
relatively low cost region of the country, who keepsall the recordsin ahighly automated system and
services plans with very similar characteristics. At the other extreme is a situation where as many
as four service providers are involved (accountant, actuary, bank, and insurance company), all
located in a relatively high-cost region of the county, and who keep no systematic records of
participants. Respondentsreported that reconciling theaccountant’ sreport with the Schedule A data
and the sponsor’ srecordswas very time-consuming, especialy if thework was donewith great care
to resolve inconsistencies. When the various pieces of the filing are not checked for interna
consistency, costs are lower.

Three of the highest-cost types of data are plan identification data (which includes participant
counts), plan qualification data, and Schedule SSA datafor very large plans. Sponsor records for
vested and nonvested participants are often hard to assemble. Accounting firmsreported that getting
participant data from foreign multinationals to comply with the coverage testing provisions is
burdensome, because the foreign company would not understand why the records of the entire
company arerequired. Many respondentsreported that the research for Schedule SSA for very large
planswastime-consuming becausethey had toidentify each vested participant who separated during

the plan year and was not subsequently paid out and not previously reported.

A. FINDINGSBY DATA TYPE

This section presents our findings for each type of data filed.
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1. Plan Identification

Respondents reported that collecting the information on participants (number vested, partially
vested, and so forth) is difficult. For small plans that filed previously, these items are not a
significant burden. For new plans or very large plans with record keeping systems not designed to
accommodate the 5500, these items may be time-consuming. One service provider reported that it
was easier and more accurate to send someone to the sponsor’ s site to collect the data than to train

the sponsor on how to collect the information.

2. Plan Operations

These items were not reported as difficult or burdensome by any respondents.

3. Fiduciary Items
These items were completed in conjunction with the audit for audited plans and were not

otherwise viewed as burdensome.

4. Plan Qualification/Tax Related Items

Thisisoneof the most burdensome components of the 5500 filing, becauseit requires coverage
testing (item 7 on the form). Testing is considered most burdensome for very large corporations,
especially thosewith foreign ownership or alarge number of employeesinforeign countries, because

the IRS requires data on all employees of a controlled group or corporations.

5. Minimum Funding Items
Minimum funding items apply to defined benefit plans. Under rare circumstances, they can
apply to defined contribution plans. They normally are provided by the actuary as part of the

actuaria services and are thus not normally completed by the filer (whether the filer is a service
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provider or asponsor) unlessthefiler isthe actuarial firm. Thus, itislogical to expect low reported
figuresfor sponsor hoursand for dollarswhen service providersfile. Sometimesrespondents broke
out the actuarial fees between thisitem and Schedule B, and sometimes they were all allocated to
Schedule B. For the purposes of estimating total IRS burden, this breakout isirrelevant. Because
the allocation was done inconsistently, it may be prudent to use the burden from this estimate and

Schedule B together.

6. 5500 Financial Schedules

A key issue concerning 5500 Financial Schedulesis whether all plan assets are invested in a
Direct Filing Entity (DFE) such as a master trust. In this case, the financial reporting is greatly
simplified. There is a lot of overlap between these items and the audit itself, and with the
information provided by the trustee or custodian (bank, mutual fund company, or other record
keeper). When therecord keeper doesthefiling, it may be straightforward. When the record keeper
doesnot do thefiling, respondentsreported that it wasnot straightforward to derivethefinancia data

from the accountant’ s report or from bank statements.

7. 5500C Financial Schedules
Theseschedulesaremorelimited than 5500 financial schedul es, asreflected in burden estimates

made by respondents.

8. 5500R Financial Schedules
The 5500R requires very limited financial data. Some respondents reported less burden for the

5500R financials than for the 5500C financials, and some reported no difference.
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9. Auditsand Accountants’ Reports

Plan audits by Independent Qualified Public Accountants are required for planswith morethan
100 participants which maintain plan assets. Fees for performing plan audits vary widely.
Respondents reported fees ranging from $3,000 to $30,000 per plan. Large plansobviously involve
higher fees. Fees also vary by geographica location and type of accounting firm. Very large
accounting firms tend to charge higher fees, but also serve larger plan sponsors. Feestended to be
higher in the Northeast than the Midwest. Chapter 111 discusses issues regarding the inclusion of

these costs and their alocation in the analysis.

10. ScheduleA

Schedule A includes insurance information for both large and small plans. One Schedule A
must be filed for each insurance contract utilized by the employee benefit plan. The number of
Schedules A filed per plan varies widely. For 5500 C and R filers with insurance, the average
number of Schedule As per filing variesonly from 1 to 1.6 based on thetype of plan. For very large
5500 filerswithinsurance, however, there arealmost 10 Schedule As per filing for some plan types.

Schedule A information is aways provided by an insurance company, either to the sponsor or
to another service provider or directly to the government, when the insurance company itself
prepares the entire filing. Sponsors and service providers other than insurance companies that
preparefilings consistently have noted that obtaining the Schedule A is sometimestime-consuming,
involving callsto the insurance company and lengthy delays. More fastidious sponsors and service
providers also noted that Schedule A data often were incorrect (wrong plan year, datainconsi stent
with the financial data) and that it was time-consuming to correct the error(s). Validation of the

Schedule A data, however, probably is done inconsistently.



Insurance companies reported varying marginal costs for generating the schedules. They
reported that Schedules A for welfare plans are twice as costly as pension plans because most of the

Schedule A data would not be generated as a normal business practice.

11. ScheduleB

Schedule B isrequired of any defined benefit pension plan that is subject to minimum funding
standards. A plan may file only one Schedule B, and it must be signed by an enrolled actuary. The
schedule describes the actuarial assumptions used to determine costs for the plan and includes a
facsimile of the funding standard account showing that the plan is maintaining the level of funding
necessary to meet the minimum funding standards. The Schedule B is five pages long, but an
average of three pages usually are filed due to differencesin filing requirements. For this reason,
our estimates of burden for multiemployerswere lower than for single employers. Our instruction
to respondentswasto use their best judgment about the related burden that should be attributable to

the reporting requirements and not to normal plan operations.

12. ScheduleC

Part | of Schedule C includes service provider information for plans filing Form 5500 which
maintain a trust and paid $5,000 or more in compensation to a service provider. The sponsor or
service provider responsible for compl eting the form must collect the service provider’ sname, EIN,
fees and the nature of the service provided. Respondents reported that collecting the EIN of the
service providersis particularly difficult.

Part 1l of Schedule C contains the names and trustee fees paid to plan trustees. Plans that
terminated the appointment of one or more service providers must complete Schedule C, Part I11.

About 70 percent of 5500s file a Schedule C.
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13. ScheduleE
Schedule E isatwo-page document that must befiled by any pension plan offering an employee
stock ownership plan (ESOP) or leveraged ESOP. Only one schedule may be attached to afiling.

There are very few ESOP filings, and we received only afew estimates of their costs.

14. ScheduleF

Schedule F is a one-page document that must be filed for any welfare plan offering fringe
benefits, including educational assistance plans and cafeteria plans. Only one schedule will be
attached to each filing. Thevast maority of filingsthat have a Schedule F attached (approximately
80 percent) are fringe-benefit-only plans for which this schedule is the mgjor filing component.
Schedule F aso is required for approximately 20 percent of welfare plans. We have therefore
included Schedule F burden estimates for every fringe benefit plan and for 20 percent of welfare
plans. ScheduleF, required by the IRS, involves cal cul ations that invol ve participating employees.

Numerous respondents reported that Schedule F istime-consuming to compl ete, especially for

large plans, because of the participant and cost information required.

15. Schedule G

Schedule G isrequired for any 5500 filing with plan assets. Its purposeisto report assets held
for investment purposes, 5 percent transactions, loans or fixed-income obligations in default or
uncollectible, any leasesin default or uncollectible, and/or any nonexempt transactionswith aparty-
in-interest. There are very few plans with uncollectible loans or leases, so these items represent
little burden. Respondents agreed that the schedule of assets held for investment purposesis not a
large burden, but that the schedule of 5 percent transactionsis. We were not able to obtain good

estimates of the software costs involved by financia institutions to generate this information,
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although several referenceswere madeto thisitem asasignificant burden, especially for 401K plans

with multiple money managers.

16. ScheduleP

Schedule P is a one-page document that must be filed by the trustee(s) and/or custodian(s) of
apension benefit plan to start the statute of limitations for the trust. Multiple Schedule Ps may be
filedwithaplanfiling. Banksreported some record keeping burden for each Schedule Pto conduct

mail outs to sponsors.

17. Schedule SSA

Schedule SSA must be filed by any plan that has separated participants with deferred vested
benefits. Theschedulelistsseparated participantsand benefitinformation. Multiple Schedule SSAs
may be filed with each planfiling. For very large plans, the record keeping needed to complete this
schedule can be very burdensome. The filer first has to identify each vested participant who was
terminated during the plan year, then determine if the participant was subsequently paid out and
ensure that the participant was not previously reported. When no automated system isin place to

record this information, considerable burden is involved.
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V. METHODOLOGY FOR ESTIMATING THE BURDEN FOR THE 1999 FORM S

This chapter presents the methodology used to estimate the filing burden for the 1999 forms.
First, we discuss key issues and assumptions of this phase of the study. We then present the data

collection and analysis methodologies.

A. OVERALL APPROACH AND KEY ISSUES

Rather than repeating the baseline study for the 1999 forms, we cal cul ated the changein burden
from the 1997 form. We isolated specific changes to generalized from expert input the overal
change for al participantsin the filing process. The baseline analysis was more comprehensivein
capturing all burden componentsin four categories, but the net change analysis for the 1999 forms
looks at each change factor and generalizesthe impact acrossthe four groups by generating asingle
overall change expressed in hours.

In the study of the change in burden, weisolated specific changes and applied them directly to
the total hourly burden incurred by all four groups combined, rather than indirectly by attempting
to adjust the individual burden for each group for each datatype. Thisapproach makesthe analysis
much more efficient because the changes are small relative to the total burden. Thisoverall change
isthen applied proportionally to thefour groupsto derive a1999 burden estimatefor each of thefour
groups.

This section describesthe issues we confronted in estimating changesin the annual Form 5500
filing burden, and the decisions that were made to resol ve them to create the basi c assumptions that

underlie the study.
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1. Estimates Obtained from Both Sponsorsand Service Providers

For the first phase of this study, 1997 burden hours were estimated in dollars for service
providers and hours for plan sponsors. Thetotal of the two measures constituted the total burden.*
For this second phase of the study, the changein burden from 1997 to 1999 was estimated at thetotal
burden level, and the estimates for service providers and plan sponsors was based on that total as
well as the 1997 proportions of each.

From the respondentswho participated in the baseline study, several were selected whofell into
just two of the four original respondent categories. We selected respondents that fell either into
group A (burden incurred by service providers when service providers prepare the filing) or group
C (burden incurred by sponsors when sponsors prepare the filing). Measuring a change in burden
for group B was assumed to be unnecessary because the audit requirement present on the current
form has not changed on the 1999 form. Group C is a “self-contained” group in that, apart from
some allocation of burden to group B (which, as mentioned above, did not experience achangein
burden from the baseline to the 1999 Form), the burden incurred by this group does not involve
burden incurrence by other groups. The respondent pool was limited to sophisticated service
providers and sponsors so that, for example, service providersin group A could comment on the

change in burden that would be experienced by sponsors in phase one' s group D.

! For the purpose of simplifying theillustration of changesin burden, the costs reported for the
1997 baseline have been converted to hours at arate of $75 per hour. Thisrate, which was supplied
by DOL, isbased on averagelabor hour ratesfor lawyers, accountants, budget analysts, and financial
managersfrom the 1998 Employment Cost Index and the 1997 Occupational Employment Statistics

Survey (Bureau of Labor Statistics), adjusted for estimated overhead and profit margin.
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In addition, wewere ableto build on thefinal baseline burden estimate which converted burden
dollars into burden hours. The final phase one spreadsheets, which were used in developing the
baseline unit costs in hours by data and plan type and the baseline burden total, were used as the
basisfor calculationsof changein burdeninthisphase. It wasthen straightforward to convert dollar
estimates of changein burden provided by group A respondentsinto hour estimates by using the $75

per hour rate.

2. Estimates Developed for Each Filing Component

Burden was estimated for 17 datatypes in the baseline study, and change in burden has been
estimated for 12 data types. The difference is due to the fact that only 12 of the original 17 data
types experienced a change in burden evidenced by additions and/or deletions of lineitems within
thedatatype. Thesecategoriesare: planidentification; plan operations; fiduciary; planqualification;
minimum funding; financial schedulesfor Forms 5500, 5500C and 5500R; and Schedules A, B, C,
and G.2 Financial schedules for the current Forms 5500, 5500C and 5500R are represented by
Schedules H and | on the 1999 form. To preserve the integrity of the comparison in burdens,
Schedulel isclassified astwo datatypesin the current phase of the study; one compares directly to
the current Form 5500C, and one compares directly to the current Form 5500R.

To develop change in burden estimates at the plan level, responses were analyzed to derive an
average of the data-level change applicable to specific plan types. The spreadsheets used in
estimating the change in burden between the current and the 1999 Form 5500 contain black-out
sections or zeros where data types and plan types do not intersect. This prevents data type level

estimates from being calculated for plan types that do not actually include that data type.

?Schedule D isincluded in plan identification.
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3. Coallecting and Using Aggregate Data on Time and Dollars

Asdiscussed earlier, only respondentsfrom groups A and C were chosen asrespondentsfor this
second phase of the study. In addition, only respondents who previously had been able to provide
datatype level information were chosen for the 1999 Form 5500 analysis. With one exception, all
respondentsin the second phase of the study again were ableto provide datatypelevel analysis. For
the exception case, the respondent was a service provider who provides a package of servicesfor a
fixed price, inclusive of preparing the Form 5500, determined by plan size. For this reason, the
service provider was unable to provide detailed information. However, that service provider did
indicate that no measurabl e changein burden appeared to result from the changes made between the

current Form 5500 and the 1999 form.

B. DATA COLLECTION METHODOLOGY
1. Study Plan

As in the baseline study, the data collection methodology consists of in-depth interviews of
service providers and sponsorsin lieu of alarge-scale data-gathering effort. It was determined that
in-depth interviews and flexible datacoll ection instrumentsthat are more qualitative would produce
useful burden estimates without the cost and additional burden to the public that would be required
by large-scale data collection.

The respondent pool that contributed data in the baseline phase of the study was used in the
second phase as well. The baseline respondent pool contained the types and numbers of service
providers and sponsors representative of all filers, as recommended by the expert panel that was
convened during the first phase. The phase two respondent pool was selected as a subset of the

baseline pool, using the following basic criteria:
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v Therespondent has a sophisticated knowledge of Form 5500 filing and was able to provide a
full and detailed response during phase one (for example, information at the data type level).
v Therespondent representseither aserviceprovider who prepares Form 5500 filings or asponsor
who prepares its own Form 5500 filing.
v The respondent represents a significant number of plans filed, so that its responses can be
viewed as representative of the filing population as awhole.
v The respondent pool as a whole represents as many plan types as possible, so that its
responses can be viewed as representative of the filing population as awhole.
Because each of the phase two respondents had already participated in the study, initial contact
with each one was made at the beginning of thefielding period. It was not necessary to have expert

panel members placetheinitial callsto the contacts, aswas done during thefirst phase of the study.

2. Development of Questionnaire

Each phasetwo respondent was sent asel f-administered questionnaireto capturethe net change
in burden for each data type and the reasons supporting the estimated net change. The same
guestionnaire was used for service providers and sponsors, with separate response fields provided
for each. Respondent packages consisted of a personalized cover letter, 12 data collection tables,
a separate data collection sheet regarding the estimated cost of an audit for a plan with fewer than
100 participantsthat does not hold all its assetsin aregulated financial institution, and acopy of the
1999 and 1997 Forms 5500 annotated to indicate the items that belonged to each of the data types
included in the questionnaire. The cover letter explained the purpose of the study, that it was
sanctioned by OMB, and that respondents should include only estimates of burden directly
attributable to the 5500 filing requirement, not normal and customary business practices or other

federal data collection activities.



The data collection tables covered the following data types:

v Plan Identification/1999 Form 5500°

v Plan Operations/1999 Form 5500

v Fiduciary/1999 Schedule H

v Plan Qualification and Tax-Related Information/1999 Schedule T

v Minimum Funding/1999 Schedule R

v Financial Schedules/1999 Schedule H (compared to 1997 Form 5500)
v Financial Schedules/1999 Schedule | (compared to 1997 Form 5500C)

v Financial Schedules/1999 Schedule | (compared to 1997 Form 5500R)

v Schedule A
v ScheduleB
v ScheduleC
v Schedule G

MPR used an element level comparison of the Plan Y ear 1997 and Plan Y ear 1999 5500 Series
Forms asthe basisfor the phase two data collection instrument.* The comparison wasreviewed and
refined, to accurately capture each and every addition and del etion of line items between the current
form and the 1999 Form. The comparison also was formatted so that the additions to a data type
on the 1999 Form were side by side with the deletions from the 1997 Form. Thereis no more than

one datatype per page. Although burden was estimated for 17 datatypesin the baseline study, the

3Thisincludes Schedule D.

*This comparison was included in Appendix E of the September 29, 1998 draft report entitled

“Draft Estimates of the Burden for Filing Form 5500.”
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changein burden has been estimated for only 12 datatypesin thisphase of thestudy. Thedifference
isduetothefact that only 12 of theoriginal 17 datatypes experienced achangein burden evidenced
by additions and/or deletions of line items within the datatype. Asin the baseline study, datatype
breakouts are essential to allocate burden between agencies; the burden by data type either varies
little by plan type or it varies predictably, thus enabling us to make estimates by plan type.

The format of the data collection instrument facilitates avisual comparison of the quantity of
lineitemsadded and the quantity deleted. Respondentswereinstructedinthecover letter to evaluate
each added lineitem and each deleted lineitem aseither trivial or substantive, intermsof the burden
that would be newly incurred or eliminated. Each datatype section on the datacollection instrument
also includes fields for the respondent to indicate the net change in burden for the combination of
added and deleted items, and to comment as to why there would be a positive, negative, or null
impact on the respondent’ s current filing burden.

Appendix D contains additional information about the respondent packages, as well as copies

of the cover letter, data collection instrument, and annotated forms provided to respondents.

3. Fielding Period

Respondent packages were mailed to 14 selected phase one service provider and sponsor
respondents. Callswerethen madeto the recipients, informing them that afollow-up questionnaire
had been sent and requesting their continued assistance in the study. Respondents were referred to
the 1999 Form 5500 instructions; the instructions were sent to respondents when requested.

Somerespondents contacted M PR to seek clarification or to ask questions. In other cases, MPR
contacted the respondent upon receipt of the questionnaire if there were unanswered questions or
suspect data. The mgjority of respondentsfell into one of these two categories, such that there was

direct discussion of the data collection instrument with almost every respondent.
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C. ANALYSISMETHODOLOGY

This section describes the numerous stages involved in analyzing the data to produce the
estimates of percentage change in burden between the 1997 and 1999 Forms. One hundred forty-
four observations were obtained from respondents, all of which were provided by datatype.®> The
first step wasto convert to hoursall observations of change in burden that were provided in dollars,
using the figure of $75 per hour.® This step was necessary so that there would be a single unit of
measurement--hours--with which to calculate a percentage change. In this phase of the study, we
built on the baseline burden spreadsheets from phase one, which were used in devel oping baseline
unit costs in hours by data and plan type. These phase one spreadsheets had combined hourly and
dollar estimates to calculate the total baseline burden of 16.4 million hours annually.

All observationswerethen sorted by datatype, and mapped to general plan type categoriessuch
asdefined benefit multiemployer or defined benefit single employer, based on the type(s) of filing(s)
attributable to the service provider or sponsor respondent. An average net change in burden was

derived for plan types within that data type, based on the respondent observations. The average net

°An additional observation was received from a respondent who replied that at the aggregate
level there was no change in burden, which made it unnecessary to prorate the response across data
types.

® For the purpose of simplifying theillustration of changesin burden, the costsreported for 1997
baseline have been converted to hours at arate of $75 per hour. Thisrate, which supplied by DOL,
is based on average labor hour rates for lawyers, accountants, budget analysts, and financial
managers from the 1998 Employment Cost Index and 1997 Occupational Employment Statistics

Survey (Bureau of Labor Statistics) as adjusted for estimated overhead and profit margin.
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change in burden for the data type was then entered into the appropriate plan type categoriesin the
Spreadsheet.

For Schedules A and C,’ the derived averages were inflated or deflated by a proportion derived
by dividing the number of schedulesfiled by the number of filingsfor plan typesthat could file that
schedule. In caseswhere datatypesdid not pertainto aparticular plan type, datawere not presented.

A share of the burden change attributable to each government agency (DOL, IRS, PBGC and
SSA) was then calculated by multiplying the agency percentage figure® by the derived average
change in burden for each datatype and plan type (inflated or deflated, as discussed above). The
datafrom each plan type were added to produce the change in total hours. The aggregate changein
burden for all filings was then cal culated by multiplying the change per filing by plan type volume.

The volumes of plan types processed for plan year 1995 were used to create the plan volume
estimates. 1n phase one, the volumes were multiplied by aweighted factor based on the respondent
group (A through D) to prevent double-counting burden. Inthisphase, the potential for thiskind of
double-counting could be avoided up front by focusing on the two groups discussed previously--
service providers preparing filings (group A) and sponsors preparing their own filings (group C).
Therefore, in phase two, 100 percent of the volume for each plan typeis used as the starting point
for calculating the aggregate change in burden.

The derived burden change for each data type represents the average unit cost change in hours
by plan and datatype. It should be noted that these burden unit costs do not incorporate the inflator

and deflators already discussed, because the unit burden costs represent the average cost for filing

’Schedules E and F also required inflation factors under phase one, but were not changed on the

1999 Form and therefore were not analyzed in phase two.
8Appendix F contains the proportional allocation to agencies by plan type and data type.
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one schedule. For example, the unit cost for a Schedule A isthe cost of filing one Schedule A, even
though the inflator indicates that the typical filer submits more than one Schedule A. Similarly, the
unit cost as a Schedule E isthe cost of filing one Schedule E, even though the deflator indicates that
filers, on average, submit fewer than one Schedule E. Every filer submits one Form 5500, so that
unit cost isin fact the cost incurred by the typical filer. In addition, the average unit cost change
figures do not include null values, that is, where there is no burden for a plan and data type.

The next step in the analysis was to match the 1997 baseline unit costs to the change in unit
costsresulting from the 1999 Form 5500 changes, to obtain a percentage change in burden between
thetwoforms. The“Average Burden Hoursby Dataand Plan Type’ spreadsheet from the phase one
study was used as the starting point for the comparison. Columns were added for the 1999 Form
burden change and for the percentage change calculated by dividing the 1999 change in burden by
the baseline burden. These total changes in burden were then divided up among groups A, B, C,
and D in proportion to the 1997 spread. Based on these inputs, a new burden model for 1999
(otherwiseidentical to the 1997 model) was created. The 1997, 1999, and changein burden models

all can befound in Appendix E.
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V1. FINDINGS OF CHANGE IN BURDEN ESTIMATION

Theanalysisof the changein burden from the 1997 5500 seriesto the 1999 5500 series showed
anoverall decreaseinburden of 1,227,860 hoursor 8.02%. A dlightly larger decrease was attributed
to the Department of Labor, whose burden decreased 8.93%. The IRS burden decreased by 6.97%
and the PBGC burden decreased by 6.33%. The SSA burden was unchanged. Table VI.1
summarizes the change in burden for each agency. The remainder of this chapter discusses the

change in burden for each type of datafiled.

A. GENERAL SUMMARY
Table V1.1 details the overall figures for the reduction in burden from the 1997 5500 Series

forms and schedules to the 1999 5500 Series forms and schedules.

TABLEVI.1

SUMMARY OF FINDINGS

1997 Form 1999 Form Percentage New 1999
Baseline Burden  Increase/(Decrease) Increase/(Decrease) Baseline Burden
Agency Hours (in Hours) (in Hours) Hours
DOL Burden Hours 9,570,026 (854,384) (8.93%) 8,715,643
IRS Burden Hours 5,308,953 (370,232) (6.97%) 4,938,720
PBGC Burden Hours 51,217 (3,244) (6.33%) 47,973
SSA Burden Hours 382,665 0 0.00% 382,665
Total Burden Hours 15,312,861 (1,227,860) (8.02%) 14,085,001

B. SPECIFIC FINDINGSBY DATA TYPES

Theburden hour changesto each specific datatype (if any) aredetailed in thefoll owing sections.
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1. Plan Identification

Changesin theform for plan year 1999 reduce the reporting burden for large plans and increase
the burden for small plans. There are nine participant count items on the 1999 Form which must be
completed by all filers.

Themajor changesin theform identification areainclude areduced level of detail in participant
counts, for very large and large pension plansfiling the Form 5500, through del etion of itemswhich
captured the number of participants vested in three categories. For large plans participating indirect
filing entities, there isaalso avery dlight increase in the detail of reporting for a small number of
plans. Previoudly, the DFE wasidentified in the ID section and the amount of theinvestment in all
DFEswithin one of thefour DFE typeswasrecorded on Item 31. Inthe 1999 Schedule D, each DFE
the plan investsin isidentified as well as the amount of the specific investment.

In the baseline study, there was a considerabl e burden assigned to participant counts because of
the extensive record keeping and the work involved by service providers to obtain the information
from sponsors when the sponsor maintained the participant data. For thisreason, the reduced level
of detail required by the 1999 form constitutesasignificant reduction, especially for largeplans. We
have estimated that the decrease in burden resulting from the deletion of the vested countsfor large
plans ranges from 1.5 hours for very large plans to 0.6 hours for large plans.

For 5500C filersthereisvirtually no changein burden. Thereisdlightly more detail on DFEs
and on participant counts. For 5500R filers, there is more information on participant counts and

DFEs.
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TABLEVI.2

SUMMARY OF CHANGES IN BURDEN FROM 1997 TO 1999 FOR PLAN

IDENTIFICATION LINEITEMSBY FILER TYPE

1997 1999 Change
Participant ~ Participant 1997 1999 in
Count Line  Count Line Burden Burden Burden
Filer Type Items Items 1997 DFE 1999 DFE Hours Hours Hours
5500 11 8 Names, Names, 5.3 33 -2.0
Pension Assetsby  Assetsby
Very Type DFE
Large
5500 11 8 Names, Names, 2.0 13 -0.7
Pension Assetsby  Assetsby
Large Type DFE
5500 4 4 NA NA 15 15 0.0
Welfare
5500C 4 8 Names, Names, 1.0 1.15 0.15
Assetsby  Assetsby
Type DFE
5500R 3 8 Type of Names, 0.6 0.8 0.2
DFE Assets by
Only DFE

2. Plan Operations

Most of the items pertaining to amendments, terminations, mergers and consolidations were
deleted. In general, respondents thought that the deleted items had not constituted a significant
burden, especially for prototype plans. The burden for a given plan would vary from year to year
depending on the level of termination and merger activity. These items are more often applicable
to pension plansthan to welfare plans. The burden for multiemployer planswas further reduced by
the elimination of the labor management number reporting requirement. Respondentsfor very large
plansreported moresignificant burdenreductions. Several respondentscommented that thereduced

detail on amendments was a welcome change.
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One issue could not be resolved. Some respondents said that keeping track of the increased
number of scheduleswhich could be attached and compl eting the indicatorsfor each schedule onthe
1999 form would be a burden. Other respondents said that the indicators would be completed
automatically by the form preparation software and were helpful to keep track of the filing
components. It was determined that at least some of the currently available software did not
automatically record the number of schedulesin theindicatorson the current form. Anassumption
was made that the large increasein schedul e attached indicators would makeit likely that the forms
preparation softwarewould automatically fill themin. It wasnoted by onerespondent that recording

an incorrect number of schedules would result in aletter from the IRS.

TABLEVI.3

SUMMARY OF CHANGES IN BURDEN FROM
1997 TO 1999 FOR PLAN OPERATIONS
LINEITEMSBY FILER TYPES

1997 Burden 1999 Burden Changein Burden

Filer Type Hours Hours Hours
Very Large Single Employer 2 1 -1
Pension

Very Large Single Employer 125 5 -.75
Welfare

Large Single Employer 1 5 -5
Pension

Large Single Employer .6 3 -3
Welfare

Multiemployer Pension 2.25 1 -1.25
Multiemployer Welfare 15 5 -1
5500C Pension .6 2 -4
5500C Welfare 3 A -2
5500R Pension 4 2 -2
5500R Welfare 2 i -1
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3. Fiduciary Items

Therewerethreelevelsof detail captured inthefiduciary section of the 1997 5500 forms, which
must be completed by all planswhich maintain atrust. Ingeneral, the number of itemswerereduced
for each typeof fiduciary datawith the exception of addingthenameand EIN of the accounting firm.
Respondents noted that eliminating the name of the surety company would reduce burden and that
thedeleted itemswere not very informative. Most respondents determined that there was no change
in burden. The other respondents agreed that there was a decrease in burden. The reduction in
burden is not great, because most of the answers to the deleted items came directly from the
accountant’ sreport for large plansand becausethethird party appraisal information wasrarely used.

The largest concern was the new requirement to track untimely contributions from employers,
whichmight involveincreased coordinationwith auditors. TheTableV 1.4 describestherelationship
between the items on the three versions of the 1997 form and the two versions of the 1999 form;
Table V1.5 shows the baseline burden estimates and the change in burden estimated for the 1999

forms for each of the three types of 1997 filers.
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TABLE VI .4

SUMMARY OF CHANGES IN FIDUCIARY ITEMS
FROM 1997 TO 1999 BY FORM TY PE

1997 5500
Fiduciary 1999 1997 1997 1999
Data Required Line ltems (Schedule H) 5500C 5500R (Schedule )
RAduciary 10 8 13 13 9
Compliance Items
Fidelity Bond Items 2 1 2 2 1
Third party
appraisals of Assets 5 2 5 2 2
Items
Deleted 2
Accountants . items and
Opinion ltems 4 items Added Name NA NA NA
and EIN of
Accountant
Schedule C Sitems  Deleted NA NA NA
Tracking ltems
TABLE VI.5

SUMMARY OF CHANGES IN BURDEN FROM
1997 TO 1999 FOR FIDUCIARY ITEMS

All plan types are funded by a Trust or a
Combination of a Trust and Insurance

1997 Burden 1999 Burden Changein

Filer Type Hrs Hrs Burden Hours
Very Large Single Employer Pension 19 15 -4
Very Large Single Employer Welfare 16 12 -4
Large Single Employer Pension 9 T -2
Large Single Employer Welfare 8 .6 -2
Multiemployer Pension 15 1.2 -3
Multiemployer Welfare 12 8 -4
5500C Pension 5 4 -3
5500 C Welfare 4 2 -2
5500R Pension 4 3 -1
5500R Welfare 3 2 -1

The 1.2 hours for Multi-employer Pensionsin 1999 is an average of the average burden hours

for DB Plans (1.3) and DC Plans (1.2).



4. Plan Qualification/Tax Related

The burden of testing to meet the IRS plan qualification requirementsis driven largely by the
number of participantsand the complexity of the employer’ soperation. Baseline 1997 estimatesfor
very large plans (approximately 20 hours per year) were over three times higher than for large plans
and 10 times higher than small plans filing a 5500C. 5500R filers did not report this information.

As discussed in the baseline burden estimate report, there are numerous complications in
estimating the burden for these items. There isno clear means of allocating the burden across IRS
formswhich all relateto plan qualification, including the 5300 and the 1120 in addition to the 5500.
Baseline estimates were based on the judgement of service providersand filers about the proportion
of thetotal burden which should be attributed to the 5500.

Other complications arise in estimating the change in burden for plan year 1999 for filing the
new Schedule T. With the elimination of the 5500R form, small plan filers may not necessarily gain
relief from reporting these data every third year. Small filers must now report these data every year
unlessthefiler is using the three-year testing cyclerule in Revenue Procedure 93-42. Conversely,
large filers may avoid reporting the information every year using the samerule. Thereisno means
of estimating whether there will be any increase or reduction in burden resulting from this change.
This report therefore assumes that the same proportion of small plan filers who filed a 5500R will
not file a Schedule T and that all relevant 5500 and 5500C filers will file a Schedule T.

The IRS took severa steps to reduce the burden for reporting items pertaining to coverage

testing to maintain qualified plan status:

v Employers participating in multiple employer plans no longer have to file a 5500C to report
these items. Instead a separate Schedule T is filed for each participating employer. A

significant change is that the employer is not required to sign the Schedule T.
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v Plans which cover al non-excludable and non-highly-compensated employees are afforded

relief from completing all of the items on the schedule by checking box 3d.

Respondents reported that there are no changes in the burden of the underlying activities
reported in this section of theform. Most concluded that the burden wasunchanged. Theremaining
respondents reported adecrease in burden. Some respondents commented favorably on therevised
format, saying that it was much easier to follow and that the instructions were much clearer. IRS
dataindicate that 250,000 filerswill no longer be required to perform the testing or to complete all
of the parts of Item 4 of Schedule T.

Therewasdisagreement about theimpact of the RS changeson the burden. Becausethe 5500C
filing requirement for employers only involved completion of item 21, it was not considered
significant by some service providers. The lack of a signature requirement, however, obviously
reduces the burden to some degree.

There was a so disagreement about how many plans would be able to check item 3d, because
terminees during the plan year would no longer be covered.

We estimated that burden would be reduced by 3 hoursfor very large plans, 1.5 hoursfor large

plans and 0.6 hours for small plans which file Form 5500C.
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TABLE VI.6

SUMMARY OF CHANGES IN BURDEN FROM 1997 TO 1999 FOR PLAN
QUALIFICATION/TAX RELATED

1997 1999
Burden Burden
Filer Type Hours Hours Change in Burden Hours
5500 Pension 20 17 -3
Vey Large
5500 Pension 6 4.5 -15
Large
5500C Pension 2 14 -.6

5.  Minimum Funding

Theseitemswere identical on the 5500 and 5500C forms and appeared in areduced version on
the 5500R. Theseitems now appear on the Schedule R, to which the IRS has added new reporting
itemsto capture the name and EIN of Payors and the number of participants receiving asingle sum
distribution. That new information is being counted in this category for comparative purposes.
Respondents felt that there was a net increase in burden resulting from the new items.

The IRS reduced the number of funding items, but respondents did not think that these
reductions constituted asignificant burden decrease and were more than offset by the addition of the
payor and singlesum distributionitems. Somerespondentsreported that the del eted itemswerevery
confusing and that the date of the last payment by the employer and whether the plan distributed
annuity contracts constituted a meaningful burden because they required employer contact. Most
respondents, however, reported that the items were merely copied from the previous year’ s filing.
We estimate an increase in burden of a quarter of an hour for every pension plan to complete the

payor and single sum distribution items for al pension plans.
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TABLEVI.7

SUMMARY OF CHANGES IN BURDEN FROM 1997 TO 1999
FOR MINIMUM FUNDING

1997 Burden 1999 Burden Changein Burden
Filer Type Hours Hours Hours
Very large defined 1 12 1.2
benefit plans,
Large defined .6 8 2
benefit plans
Defined benefit 4 .6 2
plansfiling form
5500C
Defined benefit 2 4 2
plansfiling form
5500R

6. 5500 Financial Items

The balance sheet and income and expense statement have been moved to the new Schedule H
from the 5500 form with 20 fewer dataitemsthan the 1997 version. Some of the deleted itemswere
calculated totals and do not represent a reduction in reporting detail. Respondents generally
commented that the layout and selection of items was improved and that the deleted items were
neither valuable nor time consuming. Most respondents reported a net reduction in burden, and the
remainder were split between no change and an increase in burden.

Almost al of the discussion pertained to the new items on corrective and deemed distributions.
Respondents were sharply divided as to whether these items constituted an increase or decreasein
burden. Some respondents found these items to be “wonderful changes,” and that they constituted
a“hugerelief” from the “considerable confusion” which prevailed because the previous form was
not clear about how to report these items. Because of the growth of 401k plans, corrective

distributions (resulting from adjustments necessitated by coverage testing) are more common.
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Respondentshad to choose between reporting such adjustments asbenefit paymentsor an adjustment
to contributions. The new itemswould thus reduce the burden of having to discuss where to report
these events.

Other respondents seemed intimidated by the new items because they were less familiar with
them and assigned an increased burden based on their perception that they represented arisk of the
unknown. Some respondents also mentioned that there was more detail required in depreciation,
which would not allow them to back into the reported number.

The overadl findings indicated asmall reduction in burden. This reduction would not apply to

plans whose assets were invested in Direct Filing Entities.

TABLEVI.8

SUMMARY OF CHANGES IN BURDEN FROM 1997 TO 1999
FOR 5500 FINANCIAL ITEMS

1997 1999 Change
Burden Burden  inBurden

Filer type Hours Hours Hours
Very Large Multiemployer Pension 24 20 -4
Large Multiemployer Pension 12 105 -5
Very Large Single Employer Pension 20 17 -3
Large Single Employer Pension 8 6.5 -15
Very Large Multiemployer Welfare 16 14 -2
Large Multiemployer Welfare 8 6.5 -15
Very Large Single Employer Welfare 12 105 -15
Large Single Employer Welfare 6 5 -1

7. 5500C Financial Data

Small planswill filetheir Plan Y ear 1999 financial dataon Schedulel. Relativeto the 5500C,
the amount of information required on Schedulel isreduced by anet of 12 items. The balance sheet
has been reduced to total assetsand liabilities. Therearetwo fewer lineson theincome and expense

statement The Schedulel, however, addslinesfor reporting of seven specific types of investments.
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Some respondents commented that the new reporting items were much more relevant to the
government thanthe prior elements. Somerespondentswere concerned about correctiveand deemed
distributions as discussed in Section 6. Respondents were split on the net change in burden with no
change being the most common estimate followed closely by anet reduction and anet increase. All
agreed that there was little burden associated with the deleted items because the information was

available from trust statements.

TABLEVI.9

SUMMARY OF CHANGES IN BURDEN FROM 1997 TO 1999
FOR 5500C FINANCIAL DATA

1997 Burden 1999 Burden Changein Burden
Filer type Hours Hours Hours
5500C Pension 3 25 -5
5500C Welfare 25 2 -5

8. 5500R Financial Data

Small plan filers who would have filed a5500R will now file their financial data on Schedule
|. Thereisanincreasein burden because of the addition of 17 items. Respondentsdid not feel that
there was a significant burden associated with the added items, because it israre for plansto invest
in the specific investment types that have been added and the additional reporting of income and
expenseswas not difficult. Aswith the 5500 and 5500C financial data, some respondents believed

that the corrective and deemed distributions represented a potential burden.
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TABLE VI.10

SUMMARY OF CHANGES IN BURDEN FROM 1997 TO 1999
FOR 5500R FINANCIAL DATA

Changein
1997 Burden 1999 Burden Burden
Filer Type Hours Hours Hours
5500R Pension 2 25 5
5500R Welfare 15 2 5

9. Audits

There are no changes to the audit requirement as part of the 1999 5500 changes.

10. Schedule A

TheDepartment of Labor hasadded anet of 7 itemsto the Schedule A, including assetsinvested
in the insurance company’s general account and detail on the types of allocated and unallocated
contracts. Also added isthe EIN of the insurance company and the NAIC code. Respondentsin
general felt that the new itemswould add a burden on them to contact the insurance company more
frequently to obtain the additional information. One insurance company could not provide an
estimate of additional costs, most of which would involve one time systems programming, because
of year 2000 programming burden. They speculated that the work would be performed manually
until the programming was complete. The other insurance company estimated a very minimal
increase in costs to generate Schedule A information.

Most respondents estimated increases in burden ranging from 5 minutes to one half hour.
Several felt that there would be no measurableincrease. We estimate an overall increase, including

insurance company burden after programming is complete of half an hour per Schedule A.
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TABLEVI.11

SUMMARY OF CHANGES IN BURDEN FROM 1997 TO 1999

FOR SCHEDULE A
1997 Burden 1999 Burden Changein Burden
Filer Type Hours Hours Hours
Pension Plans 25 2.8 3
Welfare Plans 4.3 4.5 2

11. ScheduleB
The IRS added two elements to Schedule B. No respondent estimated that the items would

increase the burden.

12. ScheduleC

The Department of Labor eliminated the requirement to report trustee names and fees. They
also limited the reporting of service providersto the 40 most highly compensated and restricted the
information required on terminated service providers to accountants and actuaries.

In general, respondentsfelt that the reduction in reporting requirements would not have alarge
impact.

No respondent reported that tracking of trustees was a problem, including the very large
multiemployer plans in the sample. The limiting of service providersto 40 only affects very large
multiemployer plans, but one noted that in order to determinethetop 40, they would still berequired
to compile the entire list and sort it to determine which providers to report.

The majority of respondents estimated reductionsin burden ranging from 5 minutesto 2 hours

per plan. Several respondents said there would be no change in burden.
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We have estimated that burden will be reduced by 2 hours for very large multiemployers, one

hour for large multiemployers and very large single employers and .4 hours for al large single

employer plans.

13.

14.

15.

TABLEVI.12
SUMMARY OF CHANGES IN BURDEN FROM 1997 TO 1999
FOR SCHEDULE C

1997 Burden 1999 Burden Changein
Filer Type Hours Hours Burden Hours
Very Large Multiemployer 14 12 -2
Large Multiemployer 10 9 -1
Very Large Single 8 > 1
Employer
Large Single Employer 2 1.6 -4

Schedule E

There was no change to the Schedule.

Schedule F

There was no change to the Schedule.

Schedule G, Including Detailed Financial Statements

Schedule G comprises severa different financial reports, some of which are very limited and

some of which can bevery large. The use of the actual Schedule G wasoptional in 1997. For 1999,

thelimited financia reportsarerequired to befiled on the Schedule G and the large financial reports

are still required, but are not required to be filed on the formal schedule.
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Theonly significant substantive reporting changeisthat participant directed investmentsareno
longer required to be included on Schedules of Reportable Transactions. Moreover, cost data for
suchinvestmentsisnot required to befiled for the Schedul e of AssetsHeld for Investment Purposes.

These modifications to the detailed investment reporting requirements should provide
considerable record keeping relief to the banking and mutual fund industry. This burden is
frequently articulated by the financial industry. We have reduced the burden associated with
Schedule G by 8 hoursfor very large single employer defined contribution plans and by 3 hoursfor

large single employer defined contribution plans to reflect this change.

TABLE VI.13

SUMMARY OF CHANGES IN BURDEN FROM 1997 TO 1999 FOR SCHEDULE G,
INCLUDING DETAILED FINANCIAL STATEMENTS

Changein
1997 Burden 1999 Burden Burden
Filer Type Hours Hours Hours
Very Large Multiemployer 14 14 0
Large Multiemployer 8 8 0
Very Large Single Employer 28 20 -8
Large Single Employer 18 15 -3

16. Schedule P

There was no change to the schedule.

17. Schedule SSA

There was no change to the schedule.

18. Direct Filing Entities (DFES)
DFEs are financial entities which represent pooled employee benefit plan assets. Prior to

plan year 1999, DFEsfiled directly with the Department of Labor or submitted attachmentsto plan
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filingstothe IRS. No DFE wasrequired to file aForm 5500. Therefore, the burden for DFE filing

is being added to the 1999 burden. There are four types of DFEs.

v Master Trust Investment Accounts (MTIAS), which are separate accounts within a Master
Trust established by a sponsor of a corporation or controlled group of corporations. Each
Master Trust Investment Account must fileaseparate 5500. Prior to planyear 1999, MTIAS
were required to file separate financial and plan participation statements within required
Master Trust filingsto DOL.

v Common and Collective Trusts (CCTs), which are pooled investment vehicles sponsored by
banks. Each CCT must file a Form 5500 beginning in plan year 1999 or the CCT’s
participating plans must break out the underlying assets of the plan.

v Pooled Separate Accounts (PSASs) which are pooled investment vehicles sponsored by
insurance companies. Each PSA must filea5500 beginningin Plan Y ear 1999 or the CCT’s
participating plans must break out the underlying assets of the plan.

v 103-12 Investment Entities, which are pooled i nvestment vehi cles sponsored by brokerages.

We used DFE filing volumes for plan year 1994, to estimate the burden. We inflated the figures
because of theincreased incentivefor CCTsand PSAstofileand for Master Truststo fileaseparate

5500 for each MTIA.

C. ANALYSISOF BURDEN IN TERM S OF 1999 FORMS

The burden estimates for 1997 and 1999 presented so far in this chapter were expressed in
terms of the 1997 dataelements. This section presents those same estimates expressed in terms of
the 1999 forms and schedules. To present the estimatesin thisform, the 1997 data elements had to

be mapped to the appropriate 1999 form. Table VI.14 depicts the mapping scheme. Table VI.15
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providesthe 1999 aggregate burden for each form. TableV1.16 providesthe 1997 aggregate burden

for each form.
TABLEVI.14
MAPPING OF 1997 DATA ELEMENTS TO 1999 FORMS
1997 Data Element 1999 Form
1. Plan Identification 5500
2. Plan Operations 75% to 5500, 25% to SchedulesH or |
3. Fiduciary Schedules H or | (depending on plan size)
4. Plan Qualification Schedule T
5. Minimum Funding Schedule R
6. 5500 Financial Schedules Schedule H
7. 5500C Financial Schedule |
8. 5500R Financial Schedule |
9. Audit/Accountant’s Audit/Accountant’ s Opinion
10. Schedule A Schedule A
11. Schedule B Schedule B
12. Schedule C Schedule C
13. Schedule E Schedule E
14. Schedule F Schedule F
15. Schedule G Schedule G
16. Schedule P Schedule P
17. Schedule SSA Schedule SSA
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APPENDIX A

MINUTES OF ERISA REPORTING
EXPERT PANEL MEETING,
JUNE 9, 1998



MPR convened a panel of ERISA experts on June 9, 1998 to solicit comments on the methodol ogy
for estimating burden. The panel discussed the following issues.

1. Statement of the Problem: The Paperwork Reduction Act

MPR briefly discussed the two existing methods used by DOL and IRS and proposed adopting the
Department of Labor approach, which devel oped burden estimates for each component of the 5500
and multiplied the estimates by the number of plans which filed each type. MPR proposed to
conduct interviews with approximately 20 respondents to develop the estimates, with about half
representing plan sponsors and half representing service providers. It would be too expensive and
burdensome to conduct a statistically valid survey and the data collected would be impressionistic
regardless.

Service provider burden would be measured in dollars and sponsor burden would be measured in
hours. Thefinal outcomewould thusrepresent sponsor and service provider burden separately, with
thetotal of the two measures (hours and dollars) constituting the total burden. The panel was asked
to recommend a strategy for selecting the types of plans and service providers which should be
represented?

MPR then presented the basic problem of developing the estimates: how do we define the burden
that should be included given the Paperwork Reduction Act definition of burden. MPR distributed
the PRA definition of burden, which simply put meant that our estimates shouldincludeall margina
hours and dollars spent to comply with the 5500 reporting requirements of ERISA and not include
related activities that respondents would define as “ normal and customary” business practices.

2. It isvery difficult to distinguish 5500 burden from other ERISA-related burdens and
normal and customary business activities

One issue was distinguishing the burden associated with ERISA as a whole from the burden
specifically associated with the 5500 filing requirement, becausethe agenciesincludein their burden
estimatesthe burden associated with other ERISA information collection activitiesbes desthe 5500.

Distinguishing 5500 burden from overall ERISA burden seemed easier to define for the purposes
of estimating the burden of the Department of Labor, because Sections 103 and 110 of Title | of
ERISA clearly describe the 5500 reporting requirements which could be distinguished from other
ERISA requirements. For example, the plan audit requirement was in Section 103 and should thus
beincluded in the 5500 burden and not in another information collection activity burden. It was not
as clear how to do thisfor the IRS, because there was no language in Title 11 that specifically listed
activities required for the 5500. MPR noted that it would meet with IRS officialsto clarify which
activities required by the IRC should be attributed to 5500 burden and which were covered under
other information collection burdens maintained by IRS. The two most significant burdens under
guestion were the actuaria valuation for defined benefit plans and the nondiscrimination testing
provisions.
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It was agreed that drawing such distinctions would be extremely difficult and that records were not
kept to enable precise answers and that the respondents would have to exercise judgment in
providing their estimates. Every one agreed that these judgements, even if imprecise, would be
much moreinformed than the current methodol ogies which did not use sponsors' and practitioners
judgements about 5500s. (The IRS used practitioners' estimates, but not about 5500s and the DOL
developed estimates specifically for 5500 data but did not seek practitioner input).

3. Most of the burden of the 5500 is undertaken by service providers

It was noted that the audit must be outsourced by definition and that Schedule B is almost aways
completed by service providers. The panel asked whether the dollar burden reported by service
providers should be converted to hours and vice versa and whether cost and efficiency differences
in service providers based on scale and region needed to be factored in. MPR replied that such
differences were important, but that hopefully the respondents would be diverse enough to
compensate for this.

The panel agreed that 90% of 5500 filings were completed by service providers because of the
complexity of the reporting requirements. This implied that the final burden calculations would
mostly represent dollars and not hours. They agreed that it was still very important to develop
estimates of the hours of burden incurred by sponsorsin support of the filing activity even though
they outsourced the filing itself. It was also important to try to collect data from sponsors who
undertook thefiling burden themselves, even though they would bevery difficult to find because the
methodology was reliant on using service providers to identify sponsors willing to provide
information, and by definition these sponsors used service providersfor filing. There was also no
way to use the 5500 data files to identify sponsors who completed the filing themselves.

4. Itisdifficult for serviceprovider sto estimate costsassociated with 5500 filing becausethese
costsareincluded in bundled services

In addition to the problem of being able to distinguish 5500 burden from other ERISA-related
burdensand normal and customary busi ness practices, the panel advised that many service providers
did not track or bill for activities specifically related to the 5500. Service providers often offered
“bundled” services for which the 5500 was just one part of the service and was “thrown” in as part
of the overall arrangement. The panel agreed that we would just ask service providers to estimate
the coststhat they incurred in meeting the reporting requirementsfor the 5500 as best they could and
that the specific billings would be misleading in terms of the actual burden incurred.

5. Weshould establish the baseline for 1997 burden before we begin to estimate the change
in burden for the 1999 form

The panel commented that it may be difficult for respondents to comment on the burden of
completing the 1999 form until they had filed it.
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6. The proposed plan type breakouts do not reflect how costsreally differ among plans, but
they may represent the only practical approach

The panel agreed that the approach the plan adopted to managing assets was more important in
determining costs of 5500 compliance than the modified DOL approach as proposed by MPR which
broke out plan typesonly by the combinationsof trust and insurance. It wasproposed that therewere
4 categories of plans:

1) Self trusteed

2) Non-discretionary trustee
3) Independent custodian

4) Discretionary trustee

Some trustees provide “turn key” services and sometimes there is no one named as trustee.
It was also proposed that there was a distinction between 401k and profit sharing plans.

Another panel member said that the increasing number of participant directed accounts was amore
important determinant of costs than the 401k and profit sharing distinction. It was noted that costs
of accumulating financial datafor the 5500 were increased by participant directed accounts which
were split anong many fund managers.

The existing methodology was tentatively maintained because there were no data on the form to
indicate the type of trusteeship or custodianship, so such breakouts were not meaningful. Also, the
number of plan types using the 401k, profit sharing and participant directed breakout approaches
would be prohibitive for theinitial datacollection effort. Service providerswould be asked if they
could provide different cost estimates based on these types.

7. Weshould make a distinction between large and very large plans

Therewassomeinitial disagreement whether the methodol ogy shoul d distinguish between largeand
very large plans. It was eventually agreed that we should make a distinction between plans with
5,000 or 10,000 participants (very large) and those with less. It was noted that very large planswere
more likely to have a benefits department in-house.

8. The methodology should collect data from at least 10 service providersand 10 sponsors

Typesof Plansto Interview and Designated Contact Person. Therewasaconsensusthat thereshould
be 20 respondents, evenly divided between sponsors and service providers as follows:
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Type of Plan Characteristics

Sponsor Multi-employer: DB, DC, Welfare
Sponsor 2Very Large Single Emp. (DB, DC, Welfare)
Sponsor 2 Large Single Emp. (DB, DC, Welfare)
Sponsor 3 Small (1DB, 2 DC)

Sponsor EZ

Service Provider 2 Banks (DC, DB, MT)

Service Provider 2 Insurance

Service Provider 2 Actuarial

Service Provider 1 Accounting

Service Provider 2 Mutual Funds

Service Provider 2TPAs

9. The proposed survey questionsfor service providers should be simplified

It was agreed that sponsors who outsource the data collection would not be able to respond to
detailed questions and should only be asked about the total time they devote to 5500-related
activities each year. Some large service providers would be able to pull information from their
computer systemswhich could break out costs by type of dataand othersmight bewillingto provide
estimates.

It was agreed that the questionsfor serviceproviderswoul d besimplified to only distinguish between
record keeping and filing activities, since theissue of one-time costsfor new filersto learn about the
form was not relevant for service providers. It was assumed that service providers learning costs
were amortized across many filings.

Service providers should first be asked about the types of plansthey service, including whether they
provide record keeping and/or filing services. By profiling the types of service provided, it will be
easier to focus the remaining questions on burden. Some service providerswill only do filings but
not record keeping and some will do only record keeping (especially banks and mutual fund
companies) and some will do both.

10. Questionsfor sponsors should be very smple

Sponsors should just be asked how much time they spend providing information to their service
providers or reviewing the filing.
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It was noted that there was significant record keeping involved in multi-employer plans, because of
the need to collect information from many employers.

11. Review of burden issues associated with data types

The panel discussed issues involved with estimating burden for each type of datato be analyzed.
1. Financial Data

It was noted that the banking industry maintains that the 5500 reporting requirements for assets,
liabilities, income and expenses required more detailed and burdensome record keeping and
reporting than banks would normally do. Form 5500 requirements are the equivalent of trust
accounting, which isnot industry practice. Bankswould not keep detailed breakouts of income and
expenses associated with different asset classes, just the net income for the trust as awhole.

2. Schedule A

For every Schedule A thereisaservice provider.

If thereislifeinsuranceit is difficult to get the Schedule A.

3. Schedule B

All the numbers on the Schedule B were already cal culated for another purpose, so there should not
be a significant reporting burden.

4. Schedule F

Cafeteria plans (flexible spending accounts) -- they have to know most of this anyway.

5. Schedule of Assets

Plans have to know this anyway and thus it is not much of a burden.

6. Schedule P

This schedule only requires a signature.

7. Schedule SSA

Thisscheduleisahuge burden The burdeniskeeping track of peoplefor no other reason except just

to report. Have to keep old SSAs to make sure that people are only reported on one.

8. Plan Audits
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It was agreed that the burden of all plan audits should be not be attributed to the 5500, because some
fiduciaries would insist on audits even without the reporting requirement. It was agreed that some
plans for publicly traded sponsors would have to have audits for the SEC.

12. Schedule of Respondent Recruitment

The panel divided up the sample and agreed to make calls as soon as possible to find willing
respondents and report them to MPR to begin the data collection.
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APPENDIX B

INSTRUMENTS FOR BASELINE STUDY



Respondents to our burden survey were classified into four groups, and each group of
respondents was sent a customized data collection package. The four groups of respondents are:
service providers, sponsors, service providersalso collecting datafrom sponsors who outsource the
preparation of their 5500 series filing, and sponsors collecting data from service providers. This
approach enabled M PR to collect datafrom abroad range of respondentsintermsof total plansfiled
each year.

A set of survey instrumentswas devel oped for respondentswhichincluded thefollowingitems:
v Cover letter explainingthe project, our request for data, and statementsregarding confidentiality

and the approximate amount of time required for the respondent to provide data
v Table A: data collection instrument listing the types of 5500 filings so that respondents can

indicate the number of each type for which they file and/or maintain records
v TableB: datacollectioninstrument listing thetypes of dataon the 5500 so that respondents can
indicate the costs to complete each data type

v Annotated 1997 Form 5500/C/R indicating which item numbers on the main forms

belong to each type of 5500 data. A description of each data type is provided in
Appendix C.

The cover letter and Tables A and B were customized for the sponsor respondents and the
service provider respondents. Some respondents received the following in addition to or instead of
Tables A and B:

v Table C: data collection instrument listing pertinent information so that sponsor respondents
who outsource the 5500 filing effort can indicate the burden they continue to incur

v Table D: data collection instrument listing the types of 5500 filings so that service provider
respondents can indicate the number of each type for which they file and/or maintain records

and the annual costs per plan. Thisisan expanded version of Table A.
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In addition, service providerswere sent the annotated 1997 Form 5500 and 5500 C/R while sponsors
only received the annotated Form 5500.
Table B.1 details the contents of each customized data collection package by respondent type.

Following the chart is a copy of each package.

TABLEB.1

DATA COLLECTION PACKAGESBY RESPONDENT TYPE

Respondent Type Package
1. Service Provider a) Cover letter
b) TableA
Types of 5500 Filings Serviced
c) TableB

Estimated Costs of Record Keeping
and Filing Types of Data

d) Annotated 1997 Form 5500

e) Annotated 1997 Form 5500 C/R

2. Sponsor a) Cover letter

b) TableA
Types of 5500 Filings Serviced

c) TableB
Estimated Hours and Costs of Record
Keeping and Filing Types of Data

d) Annotated 1997 Form 5500

3. Service Providers aso collecting data a) Cover letter
from Sponsors who outsource the 5500 b) TableA
filing Types of 5500 Filings Serviced
c) TableB

Estimated Costs of Record Keeping
and Filing Types of Data

d) Annotated 1997 Form 5500

e) Annotated 1997 Form 5500 C/R

f) TableC
Estimated Burden Hours for Sponsors
Who Outsource the 5500 Filing Effort
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Respondent Type Package

4. Sponsors collecting data from Service a) Cover Letter

Providers b) TableD
Approximate number of each type of
plan that is supported and the annual
cost of record keeping and filing for
each plan
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SERVICE PROVIDER PACKAGE



William S. Borden
Senior Fellow

609-275-2321

October 6, 2005

[Name]
[Title]
[Address]

Dear [Name]:

It was a pleasure speaking with you recently. Thank you for considering providing us with
information regarding the Form 5500 filing burden. We ask for the information described in these
material sso that the Department of Labor, Pension and Welfare Benefits Administration, the Internal
Revenue Service, and the Pension Benefit Guaranty Corporation may develop reasonable and
objectively supported estimates of the hour burdens and cost burdensimposed on filers of the Form
5500 Series. Your responses to survey guestions about these burdensis voluntary.

We have estimated that approximately threeto five hourswill berequired to completethesurvey.
Responses to the survey will be used to develop burden estimates which are reported to the Office
of Management and Budget and made available to the public in accordance with the Paperwork
Reduction Act. All of the information you provide will be kept confidential and will be used for
statistical purposes only.

The Office of Management and Budget has approved this survey for Paperwork Reduction Act
purposes under control number 1210-0109. You are not required to provide the information
requested on adocument that is subject to the Paperwork Reduction Act unlessavalid OMB control
number is displayed.

There are two brief sets of questions attached. | can collect the information over the phone or
you canfax or mail theresponses. If necessary, please use additional sheetstorecord your comments.
The first set of questions (Table A) is a list of the types of 5500 filings. Please indicate the
approximate number of each type for which you file and/or maintain records. The second set of
guestions (Table B) asksfor cost estimates and commentsfor each type of 5500 datafiled. (For your
convenience, we have attached copies of the 5500 and the 5500C/R annotated to show which item
numbers on the main forms belong to each type of 5500 data.) Please indicate the coststo complete



LETTERTO:  [Name]

FROM: William S. Borden
DATE: October 6, 2005
PAGE: 2

the forms and provide record keeping services for asingle annual filing for each type of data. For
insurance data, indicatethe cost in termsof each Schedule A (multiple Schedules A may befiled with
asingle 5500). Record NA (not applicable) if you do not keep records or complete the formsfor any
particular type of 5500 data.

For the purposes of estimating the burden imposed by the 5500 filing requirements, count only
those costs for activities which would not be done as “normal and customary” in the absence of a
5500 filing requirement. Therefore, many record keeping costs should not be included in this study
because considerable record keeping would be required to maintain a plan regardiess of the 5500
filing requirements. Some record keeping activities, however, may be performed solely for the
purpose of complying with 5500 reporting requirements and should be reported. All filing costs
(activities required to complete and submit the form) should be included in your estimates. Please
include any comments on factors that affect costs (e.g., plan size, type of plan) and how costs are
affected. Where significant record keeping costs are caused by 5500 reporting requirements, explain
briefly why these are not normal and customary activities. Also please list reasons why you would
or would not file 5500s electronically (tape, disk or modem to modem) and what the government
could do to encourage you to file electronically.

| will call to arrange atimeto discussany issues or questionsyou may have about thelistsof plan
types or data types as well as to conduct the interview over the phone if that is more convenient.
Please call me at 609-275-2321 with any questions. Thank you for your participation in this study.

Sincerely,

William S. Borden



No.

9
10
11
12
13
14
15
16

TABLE A

SERVICE PROVIDER SURVEY
TYPESOF 5500 FILINGS SERVICED

(Record Keeping or Filing may befor part of the 5500 Package)

Description

Single Employer Defined Benefit,
Greater Than (GT) 10,000 participants

Single Employer Defined Benefit
100 to 10,000 participants

Single Employer Defined Benefit,
Less Than (L T)100 participants (5500C or 5500R)

Single Employer Defined Contribution,
GT 10,000 participants

Single Employer Defined Contribution,
100 to 10,000 participants

Single Employer Defined Contribution,
LT 100 participants (5500C or 5500R)

Single Employer, Welfare, GT 100 particpants
Single Employer, Welfare, LT 100 participants
5500 EZ

Multiemployer Defined Benefit
Multiemployer Defined Contribution
Multiemployer Welfare

Cafeteria Plan (Fringe Benefit Only)

Master Trust Investment Account

Common and Collective Trust

Pooled Separate Account

Conditions that would encourage you to file electronicaly:

Conditions that would discourage you from filing electronically:

OMB Control Number 1210-0109

Approximate Number Filed or Supported

Record Keeping

Filing
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No. Typeof 5500 Data
1  Planldentification

Comments:

2  Plan Operations

Comments:

3 Fiduciary (Plans with Trust Only)

Comments:

4  Plan Qualification/Tax Related
(Pension Only)

Comments:

5  Minimum Funding (DB Only)

Comments:

6 5500 Financial Schedules
(Assets, Liabilities, Income,
Expenses)

Comments:

7 5500C Financial Schedules

Comments:

8 5500R Financia Schedules

Comments:

OMB Control Number 1210-0109

TABLE B
SERVICE PROVIDER SURVEY
ESTIMATED COSTSOF RECORD KEEPING AND FILING TYPES OF DATA

Record Keeping Costs Filing Costs
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No. Typeof 5500 Data

9 Audit, Accountant’s Opinion
(5500 with Trust only)

Comments:

10 Schedule A (Estimate cost per
schedule and not per plan)

Comments:

11  Schedule B

Comments:

12 ScheduleC

Comments:

13  Schedule E (ESOP only)

Comments:

14  Schedule F (Fringe Benefit Plans)

Comments:

15 Schedule G

Comments:

16  Schedule P

Comments:

17  Schedule SSA

Comments:

OMB Control Number 1210-0109

TABLE B
SERVICE PROVIDER SURVEY
ESTIMATED COSTSOF RECORD KEEPING AND FILING TYPES OF DATA

Record Keeping Costs Filing Costs
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SPONSOR FILER PACKAGE



William S. Borden
Sentor Fellow

609-275-2321

September 8. 1998

[Name]
[Title]
[Address]

Dear [Name]:

It was a pleasure speaking with you recently. Thank you for considering providing us with
information regarding the Form 5500 filing burden. We ask for the information described in these
materials so that the Department of Labor, Pension and Welfare Benefits Administration, the Internal
Revenue Service, and the Pension Benefit Guaranty Corporation may develop reasonable and
objectively supported estimates of the hour burdens and cost burdens imposed on filers of the Form
5500 Series. Your responses to survey questions about these burdens is voluntary.

We have estimated that approximately three hours will be required to complete the survey.
Responses to the survey will be used to develop burden estimates which are reported to the Office
of Management and Budget and made available to the public in accordance with the Paperwork
Reduction Act. All of the information you provide will be kept confidential and will be used for
statistical purposes only.

The Office of Management and Budget has approved this survey for Paperwork Reduction Act
purposes under control number 1210-0109. You are not required to provide the information
requested on a document that is subject to the Paperwork Reduction Act unless a valid OMB control
number is displayed.

There are two brief sets of questions attached. I can collect the information over the phone or
you can fax or mail the responses. If necessary, please use additional sheets to record your comments.
The first set of questions (Table A) is a list of the types of 5500 filings. Please indicate the
approximate number of each type for which you file. The second set of questions (Table B) asks for
burden estimates and comments for each type of 5500 data filed. (We have attached copies of the
5500 annotated to show which item numbers on the main forms belong to each type of 5500 data.)
Please indicate the costs to complete the forms and provide record keeping services for a single
annual filing for each type of data. Record NA (not applicable) if you do not file any particular type
of 5500 data.



LETTERTO: [Name]

FROM: William S. Borden
DATE: August 30, 1998
PAGE: 2

For the purposes of estimating the burden imposed by the 5500 filing requirements. count only
those costs for activities which would not be done as “normal and customary™ in the absence of a
5500 filing requirement. Therefore, many record keeping costs should not be included in this study
because considerable record keeping would be required to maintain a plan regardless of the 3300
filing requirements. Some record keeping activities, however, may be performed solely for the
purpose of complying with 5500 reporting requirements and should be reported. All filing costs
(activities required to complete and submit the form) should be included in your estimates. Please
include any comments on factors that affect costs (e.g., plan size, type of plan) and how costs are
affected. Where significant record keeping costs are caused by 5500 reporting requirements, explain
briefly why these are not normal and customary activities. Also please list reasons why you would

or would not file 5500s electronically (tape, disk or modem to modem) and what the government
could do to encourage you to file electronically.

I will call to arrange a time to discuss any issues or questions you may have about the lists of plan
types or data types as well as to conduct the interview over the phone if that is more convenient.
Please call me at 609-275-2321 with any questions. Thank you for your participation in this study.

Sincerely,

William S. Borden
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TABLE A
SPONSOR SURVEY
TYPES OF 5500SFILED

zZ
o

Description Approximate Number Filed
Single Employer Defined Benefit, Greater Than (GT) 10,000 participants

Single Employer Defined Benefit 100 to 10,000 participants

Single Employer Defined Benefit, Less Than (L T)100 participants (5500C or 5500R)

Single Employer Defined Contribution, GT 10,000 participants

Single Employer Defined Contribution, 100 to 10,000 participants

Single Employer Defined Contribution, LT 100 participants (5500C or 5500R)

Single Employer, Welfare, GT 100 particpants

Single Employer, Welfare, LT 100 participants

© 00 N o o b~ wWw N P

5500 EZ

=
o

Multiemployer Defined Benefit

=Y
=

Multiemployer Defined Contribution

=
N

Multiemployer Welfare
13 Cafeteria Plan (Fringe Benefit Only)

Conditions that would encourage you to file electronicaly:

Conditions that would discourage you from filing electronically:

OMB Control Number 1210-0109 1 10/6/05



TABLE B
SPONSOR SURVEY
ESTIMATED HOURSAND COSTSOF RECORD KEEPING AND FILING TYPES OF DATA

Record hours for activities undertaken by the sponsor, and record dollars for fees paid to service providers.

Pension Welfare
Record Keeping Filing Record Keeping Filing
No. Typeof 5500 Data Hours Doallars Hours Doallars Hours Dollars Hours Dollars
1 Plan Identification

Comments:

2 Plan Operations

Comments:

3 Fiduciary (Plans with Trust Only)

Comments:

4 Plan Qualification/Tax Related
(Pension Only)

Comments:

5 Minimum Funding (DB Only)

Comments:

OMB Control Number 1210-0109 B.20 10/6/05



TABLE B
SPONSOR SURVEY
ESTIMATED HOURSAND COSTSOF RECORD KEEPING AND FILING TYPES OF DATA

Record hours for activities undertaken by the sponsor, and record dollars for fees paid to service providers.

Pension Welfare
Record Keeping Filing Record Keeping Filing
No. Typeof 5500 Data Hours Doallars Hours Doallars Hours Doallars Hours Doallars

6 5500 Financial Schedules
(Assets, Liahilities, Income, Expenses)

Comments:

7 Audit, Accountant’s Opinion
(5500 with Trust only)

Comments:

8 Schedule A (Estimate cost per
schedule and not per plan)

Comments:

9 Schedule B

Comments:

10  ScheduleC

Comments:

OMB Control Number 1210-0109 B.21 10/6/05



TABLE B
SPONSOR SURVEY
ESTIMATED HOURSAND COSTSOF RECORD KEEPING AND FILING TYPES OF DATA

Record hours for activities undertaken by the sponsor, and record dollars for fees paid to service providers.

Pension Welfare
Record Keeping Filing Record Keeping Filing
No. Typeof 5500 Data Hours Doallars Hours Doallars Hours Doallars Hours Doallars
11  Schedule G

Comments:

12 ScheduleP

Comments:

13  Schedule SSA

Comments:

OMB Control Number 1210-0109 B.22 10/6/05



SERVICE PROVIDERS COLLECTING DATA FROM SPONSORS



William S. Borden
Senior Fellow

609-275-2321

October 6, 2005

[Name]
[Title]
[Address]

Dear [Name]:

It was a pleasure speaking with you recently. Thank you for considering providing us with
information regarding the Form 5500 filing burden. Enclosed are three data collection instruments.

v Thefirstisto collect data on costs incurred by service providers.

v The second is to collect detailed information on hours incurred by sponsors who
complete much of the work themselves.

v Thethird is for service providers to use to collect minimal information from client
sponsors who outsource the bulk of the work.

[Y our Company] itself could respond to thefirst set. Either you or | could forward the second
set to alarge sponsor which completes much of the work itself (or is so large that they can actually
break out their hours by type of data even though they outsource much of the work). The third set
isfor youto useif you aretalking to aclient who iswilling to provide limited information about their
burden in providing information to you in support of your effort to complete their filings.

Weask for theinformation described in these material s so that the Department of L abor, Pension
and Welfare BenefitsAdministration, thelnternal Revenue Service, and the Pension Benefit Guaranty
Corporation may devel op reasonableand obj ectively supported estimates of the hour burdensand cost
burdensimposed on filers of the Form 5500 Series. Y our responses to survey questions about these
burdensis voluntary.



LETTERTO:  [Name]

FROM: William S. Borden
DATE: October 6, 2005
PAGE: 2

We have estimated that approximately threeto fivehourswill berequired to completethe survey
for sponsors and service providers who do the filings themselves and 15 minutes would be required
for service providersto complete the form for client sponsors. Responsesto the survey will be used
to develop burden estimates which are reported to the Office of Management and Budget and made
availableto the publicin accordance with the Paperwork Reduction Act. All of theinformation you
provide will be kept confidential and will be used for statistical purposes only.

The Office of Management and Budget has approved this survey for Paperwork Reduction Act
purposes under control number 1210-0109. You are not required to provide the information
requested on adocument that is subject to the Paperwork Reduction Act unlessavalid OMB control
number is displayed.

| can collect the information over the phone or you can fax or mail the responses. If necessary,
please use additional sheets to record your comments. The first set of questions (Table A) isalist
of thetypes of 5500 filings. Please indicate the approximate number of each type for which youfile
and/or maintainrecords. The second set of questions(TableB) asksfor cost estimatesand comments
for each type of 5500 datafiled. (For your convenience, we have attached copies of the 5500 and the
5500C/R annotated to show which item numbers on the main forms belong to each type of 5500
data.) Pleaseindicatethe coststo completetheformsand providerecord keeping servicesfor asingle
annual filing for each type of data. For insurance data, indicate the cost in terms of each Schedule
A (multiple Schedules A may befiled with asingle 5500). Record NA (not applicable) if you do not
keep records or complete the forms for any particular type of 5500 data.

For the purposes of estimating the burden imposed by the 5500 filing requirements, count only
those costs for activities which would not be done as “normal and customary” in the absence of a
5500 filing requirement. Therefore, many record keeping costs should not be included in this study
because considerable record keeping would be required to maintain a plan regardless of the 5500
filing requirements. Some record keeping activities, however, may be performed solely for the
purpose of complying with 5500 reporting requirements and should be reported. All filing costs
(activities required to complete and submit the form) should be included in your estimates. Please
include any comments on factors that affect costs (e.g., plan size, type of plan) and how costs are
affected. Where significant record keeping costs are caused by 5500 reporting requirements, explain
briefly why these are not normal and customary activities. Also please list reasons why you would
or would not file 5500s electronically (tape, disk or modem to modem) and what the government
could do to encourage you to file electronically.



LETTERTO:  [Name]

FROM: William S. Borden
DATE: October 6, 2005
PAGE: 3

| will call to arrange atimeto discussany issuesor questionsyou may have about thelistsof plan
types or data types as well as to conduct the interview over the phone if that is more convenient.
Please call me at 609-275-2321 with any questions. Thank you for your participation in this study.

Sincerely,

William S. Borden



TABLEC
ESTIMATED BURDEN HOURS FOR SPONSORSWHO OUTSOURCE THE 5500 FILING EFFORT

Ask sponsors how many hours they estimate that they spend per year on 5500 filing (providing information to service providers, reviewing and signing
the 5500 form).

Number of Annua Hours Number of Annua Hours
onsor Name umber of Lives sion Plans sion Plan are Plans are Plan
Sp N Number of Li Pension P Per Pension Pl Welfare Pl Per Welfare PI

Comments:

Comments:

Comments:

Comments:

Comments:

OMB Control Number 1210-0109 B.28 10/6/05



SPONSORS COLLECTING DATA FROM

SERVICE PROVIDERS



William S. Borden
Senior Fellow

609-275-2321

October 6, 2005

[Name]
[Title]
[Address]

Dear [Name]:

It was a pleasure speaking with you recently. Thank you for considering providing us with
information regarding the Form 5500 filing burden. Enclosed isabrief questionnaireto collect data
on costsincurred by service providersin record keeping and filing for Form 5500.

Weask for theinformation described in these material s so that the Department of L abor, Pension
and Welfare Benefits Administration, thelnternal Revenue Service, and the Pension Benefit Guaranty
Corporation may devel op reasonableand obj ectively supported estimates of the hour burdensand cost
burdensimposed on filers of the Form 5500 Series. Y our responses to survey questions about these
burdensis voluntary.

We have estimated that approximately oneto three hourswill berequired to completethe survey.
Responses to the survey will be used to develop burden estimates which are reported to the Office
of Management and Budget and made available to the public in accordance with the Paperwork
Reduction Act. All of the information you provide will be kept confidential and will be used for
statistical purposes only.

The Office of Management and Budget has approved this survey for Paperwork Reduction Act
purposes under control number 1210-0109. You are not required to provide the information
requested on adocument that is subject to the Paperwork Reduction Act unlessavalid OMB control
number is displayed.

| can collect the information over the phone or you can fax or mail the responses. If necessary,
please use additional sheets to record your comments. Please indicate the approximate number of
each type of plan for which you file and/or maintain records and the annual cost (these could be
billings or internal costs). Record keeping refers to maintaining financial or other records through



LETTERTO:  [Name]

FROM: William S. Borden
DATE: October 6, 2005
PAGE: 2

the plan year. Filing costsrefer to actually completing and submitting thefiling, including gathering
the information from the record keeping systems.

For the purposes of estimating the burden imposed by the 5500 filing requirements, count only
those costs for activities which would not be done as “normal and customary” in the absence of a
5500 filing requirement. Therefore, many record keeping costs should not be included in this study
because considerable record keeping would be required to maintain a plan regardless of the 5500
filing requirements. Some record keeping activities, however, may be performed solely for the
purpose of complying with 5500 reporting requirements and should be reported. All filing costs
(activities required to complete and submit the form) should be included in your estimates. Please
include any comments on factors that affect costs (e.g., plan size, type of plan) and how costs are
affected. Where significant record keeping costsare caused by 5500 reporting requirements, explain
briefly why these are not normal and customary activities. Also please list reasons why you would
or would not file 5500s electronically (tape, disk or modem to modem) and what the government
could do to encourage you to file electronically.

| will call to arrange atimeto discussany issuesor questionsyou may have about thelists of plan
types or data types as well as to conduct the interview over the phone if that is more convenient.
Please call me at 609-275-2321 with any questions. Thank you for your participation in this study.

Sincerely,

William S. Borden



TABLED

SERVICE PROVIDER SURVEY
TYPES OF 5500 FILINGS SERVICED
(Record Keeping or Filing may befor part of the 5500 Package)

No.

Description

Approximate Number for Which Y ou Perform
Record Keeping or Filing Services

Record Keeping

Filing

Number
Supported

Annual Costs
per Plan

Number
Supported

Annual Costs
per Plan

Single Employer Defined Benefit,
Greater Than (GT) 10,000 participants

Single Employer Defined Benefit
100 to 10,000 participants

Single Employer Defined Benefit,

Less Than (L T)100 participants (5500C or 5500R)

Single Employer Defined Contribution,
GT 10,000 participants

Single Employer Defined Contribution,
100 to 10,000 participants

Single Employer Defined Contribution,
LT 100 participants (5500C or 5500R)

Single Employer, Welfare, GT 100 participants

Single Employer, Welfare, LT 100 participants

5500 EZ

10

Multi-employer Defined Benefit

11

Multi-employer Defined Contribution

12

Multi-employer Welfare

13

Cafeteria Plan (Fringe Benefit Only)

14

Master Trust Investment Account

15

Common and Collective Trust

16

Pooled Separate Account

Conditions that would encourage you to file electronicaly:

Conditions that would discourage you from filing electronically:

OMB Control Number 1210-0109

10/6/05
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APPENDIX C

BASELINE BURDEN ANALY SIS SPREADSHEETS



This appendix defines the data elements used in the spreadsheets contained within the body of
the report. It also presentsthe burden cal culations described in the report methodology. TablesC.1
and C.2 detail key definitions for data types and plan types respectively.

Table C.1 outlines the 17 data types which serve as the primary vehicle for apportioning the
dollar and hourly burden costs associated with the Form 5500 series. For each data type the
respective line items on the appropriate form are listed. All forms do not contain or require

information for al 17 datatypes.

TABLEC.1

DATA TYPESBY FORM TYPE AND LINEITEM

Data Type Lineltems
5500 5500C 5500R 5500EZ
Plan Identification BoxesA -D BoxesA -D BoxesA -D Boxesfor type
Lines1-7 Lines1-7 Lines1-7 of filing and
Signatures Signatures Signatures extension filed
and Dates and Dates and Dates Linesl-4
Signature and
Date
Plan Operations Lines8 - 14, Lines8 - 14, Lines8- 11, Line6
259, 28, 30 25 16
Fiduciary Lines23, 25a | Lines 23, 26 Line 15 Lines9- 11
- 25f, 26 - 27,
29, 33
Plan Qualifications Lines21-22, | Lines21 - 22, Line5
24 24
Minimum Funding Lines15-20 | Lines15-20 |Linel2
5500 Financials Lines31- 32
5500C Financials Lines27 - 28
5500R Financials Lines13- 14
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Data Type Lineltems
5500 5500C 5500R 5500EZ
Accountant’ s Opinion Audit
Required if
funded
pension plan
with assets
Schedule A All Linesif All Linesif All Linesif
Required Required Required
Schedule B Variable Depending Upon the Attributes of the Plan
Schedule C Variable
Depending
Upon the
Information
Reported
Schedule E All Linesif All Linesif All Linesif
Required Required Required
Schedule F el ol el
Schedule G
Schedule P All Linesif All Linesif All Linesif
Required Required Required
Schedule SSA
Aggregate Filing Respondents which only provided atotal burden figure for
completing the Form 5500 for that plan

There are 52 plan types covered in this analysis. Table C.2 below details the terms and
abbreviations used for the plan types, the line items (and form types) included in determining that

aspect of the plan type, and a general definition of what the term means.
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TABLEC.2

DEFINITIONS OF PLAN TYPE TERMS

Plan Type Term General Specification Definition
DB Defined Benefit Plan - Plans | A plan that promisesto pay a
which enter a Pension Benefit | specified amount to a participant that
Plan code of 1 on Line 6b of retires after a set number of years of
the primary filing (5500/C/R) | service
or check Box 3a (5500EZ2)
DC Defined Contribution Plan - A plan in which the employer agrees
Plans which enter Pension to contribute an amount to the
Benefit Plan codes of 2 - 6 on | pension account of each participant
Line 6b of the primary filing | based upon an established formula
(5500/C/R) or check Boxes
3a- 3e (5500EZ)
Welfare Plans which enter Plan A plan which provides one or more
Numbers (PN) from 501 - 999 | of the following benefits:
on Line 1b of the primary
filing (5500/C/R) - health insurance
- lifeinsurance
- dental insurance
- eyeexaminations
Fringe Plans which complete only A plan that is either a cafeteria or
the first page of the primary educational assistance plan
filing, check Box 6d and
attach a completed Schedule
F
PSA/CCT/Master Direct Filing Entities (DFEs) | Investment arrangements used by

Trust/103-12IE

were verifed against DOL’s
Research Database

employee benefit plans which have
filing requirements directly with
DOL

Single Employer

Plans which enter Entity
Codes A, B, or Eon Line4 of
the primary filing (5500/C/R)

A plan maintained by either one
employer or one employee
organization
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Plan Type Term

General Specification

Definition

Multiemployer

Plans which enter Entity
CodesC or D on Line 4 of the
primary filing (5500/C/R)

A plan which: 1) more than one
employer isrequired to contribute, 2)
that is maintained pursuant to one or
more collective bargaining
arrangements, and 3) has not made
the election to file one return/report
for each plan

Split Funded Plans that have a Schedule A | A plan which is funded through both
and dollars reported on the atrust and insurance contracts
balance sheet or income and
expense statement

Fully Insured Plans that have a Schedule A | A plan which isfunded solely
and no dollars reported on the | through insurance contracts
balance sheet or income and
expense statement

Trust Only Plans that have dollars A plan which isfunded in a manner
reported on the balance sheet | other than through insurance
or income and expense contracts
statement but do not have a
Schedule A

L Large Plans containing from 100 -

10,000 participants
VL Very Large Plans containing more

than 10,000 participants

Summary resultsare contai ned within two spreadsheets. 1) volumesharedollarsdatafor groups

A and B and 2) volume share hours data for groups C and D. The detailed results of our burden

survey are contained within four setsof spreadsheets: 1) burden dollarsincurred by service providers

who prepare the filings (group A); 2) burden dollars incurred by actuaries and accountants when

either a service provider or sponsor prepares the filing (group B); 3) burden hours incurred by

sponsors when the sponsor preparesthe filing (group C); and 4) burden hours incurred by sponsors

when service providers prepare the filing (group D).
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Each set spreads the burden hours or dollars for al plan types across the 17 datatypes. When
aplan type and data type do not intersect, the appropriate cells on the spreadsheets are blacked out.
Each set spreads the burden hours or dollarsfor all plan typesacrossthe 17 datatypes. When aplan
type and data type do not intersect, the appropriate cells on the spreadsheets are blacked out. The
burden hours or dollars are multiplied by adeflator val ue specific to each datatypein order to arrive
at atotal value for each plan type and datatype. Next, each agency (DOL, IRS, PBGC and SSA)
isassigned a share of the total burden for that plan type and data type depending upon the nature of
the information reported and the jurisdiction of the agency. Thetotal value for each plan type and
datatypeisthen multiplied by the agency share of the total burden for that plan type and data type
to arrive at an agency specific number for each plan type and datatype. Finally, an agency burden
value is derived by multiplying the estimated Plan Year 1995 volume for each plan type by the
agency specific number for that data type and further deflating this sum by a volume share number
for each group. Thisdatais summarized for each set in a spreadsheet specific to each group entitled
“Agency Distributions by Data Type and Plan Type.”

The second set of spreadsheets then takes the total average hours and dollars (across all data
types) for each agency and multiplies that figure by the estimated Plan Y ear 1995 volume for each
plantype. Thevolumesare split by the VVolume Share % column depending on whether the sponsor
or aservice provider completed thefiling, with the vast mgjority (90 percent) completed by service
providers. Therefore the hours and dollars burden figures for service providers that complete the
filingsareweighted more heavily than the samefiguresfor sponsorsthat completethefilings. These
data are summarized for each set in a spreadsheet specific to each group entitled “ Agency Volume

Share Distributions by Plan Type.”
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After total volume sharesin both hours and dollars are calculated, afinal set of spreadsheets
derives the total average unit burden cost in hours by plan and datatype. To do thisthe burdenin
dollarsis converted to hours by using arate of $75 per hour. Thetotal derived burdenin hoursis
then divided by the volume of filingsin each plan and datatype, to derive average unit costsin hours
by plan and datatype. It should be noted that the unit costsin hours do not incorporate the inflator
for Schedule A and deflators for Schedules C, E, F and SSA, because the unit cost is for that plan
and datatypefor onefiling, regardless of how many filingsincur thiscost. Inaddition, theaverage

unit costs do not include null values, that is, where there is no burden for a plan and data type.
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TABLESC.X - C.XX
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APPENDIX D

INSTRUMENTS FOR CHANGE IN BURDEN STUDY



Respondents to phase two of our burden estimation study consisted of service providers who

preparefilings for sponsors and sponsors who prepare their own filings. Each respondent was sent

a data collection package which included the following items:

v

Cover letter explaining the project, our request for data, and statements regarding
confidentiality, OMB approval of the study, and the approximate time required for the
respondent to provide data. The cover letter also provided instructions on how to complete the
data collection tables.

Data Collection Tables: 12 datatype level tables based on an element level comparison of the
Plan Year 1997 and Plan Year 1999 5500 Series Forms. The additions to a data type on the
1999 Form were side by side with the deletions for that data type from the 1997 Form.

Audit Burden Table which asked respondents to estimate the cost of an audit for a plan with
fewer than 100 participants which doesnot hold all itsassetsin aregulated financia institution.
Thisis not currently arequirement on either the 1997 or the 1999 Form 5500, but it may exist
in the future.

v Annotated 1999 and 1997 Form 5500 indicating which item numbers on the main

forms belong to each type of 5500 data. A description of each datatypeisprovided in
Appendix B. Form instructions were also sent to certain respondents.

The cover letter was customized for each respondent. Following is a copy of the respondent

package.
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PHASE TWO RESPONDENT PACKAGE



APPENDIX E

CHANGE IN BURDEN ANALY SIS SPREADSHEETS



This appendix includes the spreadsheets used to calculate the change in burden between the
1997 and the 1999 Forms 5500. It also providesthe 1999 burden spreadsheets, which were derived
from the 1997 sheets and the change in burden sheets. The methodol ogy used to derive these sheets

is described in Chapter V.
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APPENDIX F

OMB PRESENTATION, MAY 13, 1999



Paperwork Reduction Act

Estimating Burden for Form 5500



Variables Involved in Burden
Estimation

o Different filer types (small, large, pension,
welfare)

 Different mix of schedulesrequired for
different filers

« Multiple service providersinvolved



Overall Methodology

e Breakdown burden into manageable
estimates

o 17 datatypes x 49 filer types = 500+
separate burden estimates

o Solicit input from practitioners/filers

— Convene expert panel to develop methodol ogy

— Assume 90% service providers, 10% sponsors
prepare filings

— Choose respondent strata



Respondent Strata

e Sponsors e Service Providers
— Multiemployers — Banks
— Very Large Single — Insurance
Employer — Actuarial
— Large Single Employer — Accounting
— Small Employer — Mutual Funds
— 5500 EZ — Third-Party

Administrators



Multiple Parties Involved in a
Single Filing
Sponsor

Service provider-filer (usually accounting or
actuarial firm)

Accountant
Actuary
| nsurance company



Data Collection Methodol ogy

Define data types and filer types
Estimate numbers of each filer type
Mark up 1997 forms showing data types

Interview filers (sponsors and service
providers)

Analyze responses, calculate burden

Assign and allocate burden to agencies by
datatype



Estimate Burden for 4 Groups

e Service provider burden when service
provider files (90% of filings)

e Service provider burden when service
provider does not file (100% - accounting
and actuaria only)

e Sponsor burden when sponsor files (10%)

» Sponsor burden when service provider files
(90%)



Estimating Changes in Burden
for 1999 Forms

|dentify each item added and deleted on
1999 forms by data type

Distribute each added and deleted item and
1999 forms to respondents

Reinterview respondents on change in
burden by data type

Calculate change in burden and reall ocate
burden to agencies



Where the Burden iIs;

e Much of burden is associated with
coordination and assembly

 Very little burden attributed to record
keeping






