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Executive Summary 

• IRS Revenue Ruling 2019-19: As part of its ongoing efforts 

to address the tax issues that are raised by missing or 

nonresponsive participants, the IRS released Revenue Ruling 

2019-19, holding that uncashed checks are nevertheless 

taxable income.  

 

• Statement on Auditing Standards No. 136: The American 

Institute of Certified Public Accountants (the “AICPA”) 

issued new plan audit requirements that will become 

effective in 2021 for audits of 2020 calendar year plans.  

 

• Litigation Targeting Defined Benefit Plans: There has 

been a recent increase in lawsuits involving defined benefit 

plans and the use of actuarial assumptions for the calculation 

of early retirement and optional forms of benefit. 

 

• IRS Notice 2019-49: The IRS extended temporary 

nondiscrimination relief for certain closed defined benefit 

plans. 

□–□–□–□–□–□–□–□–□–□–□–□–□–□ 

I. IRS Revenue Ruling 2019-19 

The IRS recently released a ruling that addressed three issues 
involving a participant’s failure to cash a distribution check from a 
qualified retirement plan: (1) whether the distribution was taxable 
income, even though the check was not cashed; (2) whether failure 
to cash the check affected the plan administrator’s federal tax 
withholding obligations; and (3) whether failure to cash the check 
affected the plan administrator’s reporting obligation. The IRS 
ruled that any amount distributed from a 401(a) tax-qualified plan 
is taxable to the distributee, in the taxable year in which distributed. 
The ruling further states that an uncashed check does not affect a 
plan administrator’s federal tax withholding obligations or 
reporting obligations consistent with the IRS rule of constructive 
receipt – meaning that withholding must still be made and the 
distribution must still be reported on a Form 1099-R. 

Retirement Plans News and Issues 
Important Dates 

September 30: 

• Distribute Summary Annual 
Report for calendar-year plans, if 
5500 was filed on July 31 

October 1: 

• Notice of individual HRAs that 
are newly-permitted for 2020 
must be provided for calendar 
year open enrollment effective 
January 1, 2020 

October 14: 

• Distribute Medicare Part D notice 

November 15: 

• Confirm that 401(k) plan 
recordkeeper has provided 3rd 
quarter benefit statements to 
participants 

• Distribute Summary of Benefits 
and Coverage for each group 
health plan option offered 

• File Form 990 returns for tax-
exempt trusts or VEBAs (if Form 
8868 was filed) 

• Distribute 401(k)/403(b) Plan Safe 
Harbor Notice and Automatic 
Enrollment Notices 

• Distribute Notice of Qualified 
Default Investment Alternative 
(“QDIA”) for Defined 
Contribution Plans 
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II. Statement on Auditing Standards No. 136 

In July 2019, AICPA’s Auditing Standards Board (ASB) issued the Statement on Auditing Standards No. 136 

(“SAS No. 136”) Forming an Opinion on Employee Benefit Plans Subject to ERISA. This was released in 

response to a 2015 Department of Labor (“DOL”) study that found a 39% deficiency rate in employee benefit 

plan audits. The AICPA initiated this project to help strengthen the quality of plan audits and enhance auditor 

reporting.  Plan auditors will begin using the new standards in 2021 for audits relating to plan years that end after 

December 15, 2020. 

Under SAS No. 136, the “limited scope audit” has been replaced by the “ERISA Section 103(a)(3)(C) audit.”  

The ERISA Section 103(a)(3)(C) audit will include a scope and nature section, followed by a new two-pronged 

opinion section and an auditor responsibility section. The two-pronged opinion section will state that the 

information on the financial statements not covered by a bank or trust company’s certification is fairly presented 

and that the investment information contained in the financial statements reconciles with or is derived from 

information in the bank or trust company’s certification. The current “full-scope audit” will now be called the 

“ERISA plan audit” and include an opinion section, followed by the basis of opinion section and an enhanced 

management responsibilities section specific to ERISA plans. The auditor will also have to include a statement 

about whether, in the auditor’s opinion, the form and content of the information in the ERISA-required 

supplemental schedules conform with the DOL’s Rules and Regulations for reporting and disclosure. The auditor 

will also be required to provide, in writing, any reportable findings to the plan administer in a timely manner and 

must also discuss any prohibited transactions that have not been properly reported. 

As a result of these changes, plan administrators will be required to provide more written documents to the 

auditor. Plan administrators will need to agree to: (i) provide the auditor with copies of the current plan document, 

including all amendments; (ii) provide the auditor with a copy of the draft Form 5500 for the plan for review and 

the reconciliation of any inconsistencies; and (iii) discuss with their auditor any reportable findings, including a 

discussion of any prohibited transactions that have not been properly reported in the supplemental schedules. 

The plan administrator will also be required to make a written representation of its own compliance with statutory 

requirements, including that the bank or trust company’s certification follows the DOL rules, and that the 

certified investment information is appropriately measured, presented and disclosed in accordance with the 

applicable financial reporting framework and can be compared against the plan’s financial statements. 

III. Litigation Targeting Defined Benefit Plans 

Recently, several lawsuits have been filed against large corporate pension plans claiming that the use of outdated 

mortality tables or unreasonable interest rates have resulted in lower benefits being paid to participants and/or 

beneficiaries. Mortality tables are used for measuring a plan sponsor’s obligation to fund a defined benefit plan 

and the minimum lump sum value of a retiree’s benefit. The IRS updates mortality tables annually; however, 

there are no regulations in place mandating which tables should be used when converting a defined benefit into 

certain other actuarial equivalent forms of payments, or when calculating the actuarial equivalent of early 

retirement benefits. Instead, plan-based actuarial assumptions are used for purposes of converting the regular 

annuity form of benefit into optional annuity forms, and for reductions to early retirement benefits.  

Plan sponsors should review their Plan’s actuarial assumptions with their actuaries in light of these lawsuits to 

determine whether any adjustments are appropriate, keeping in mind IRS restrictions about making changes that 

could result in an inadvertent cutback or reduction of a participant’s benefits that have already accrued, as well 

as the fact that other adjustments might inadvertently lead to larger benefit payments and potential underfunding.  

 



   

  Page 3 of 3 

   
 

IV. IRS Notice 2019-49 

On August 23, 2019, the IRS issued Notice 2019-49, extending temporary nondiscrimination relief for defined 

benefit plans that were closed prior to December 13, 2013, because anticipated final regulations under Code 

Section 401(a)(4) will not be published in time for plan sponsors to make design decisions before the expiration 

of the extension previously provided by the IRS. The IRS plans for the final nondiscrimination regulations for 

closed plans to be effective for plan years beginning on or after January 1, 2021.  

□–□–□–□–□–□–□–□–□–□–□–□–□–□–□–□–□–□–□–□ 

If you would like to discuss any of the above topics, please feel free to contact any member of our Employee 

Benefits group below. 
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1945 Old Gallows Road 
Suite 650 

Vienna, VA 22182 
(703) 748-2690 

 
 

411 East Franklin Street 
Suite 203 

Richmond, VA 
(804) 489-5500 

Andrea I. O’Brien 
aobrien@islerdare.com  

Vi D. Nguyen 
vnguyen@islerdare.com 

Jeanne Floyd 
jfloyd@islerdare.com  

Ashley Hedge 
ahedge@islerdare.com  
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