Due Diligence (HR/Benefits/Comp)


The following represents questions asked by (insert names or names )of (insert names or names).

Item
Question/Data Item
Answers/Findings
Comments/Concerns

Q1
Is the acquired company a sponsor of any pension (defined benefit and/or defined contribution; tax qualified and/or non-qualified ("top hat")) or welfare benefit plans?  

If yes, list them on separate page by name and then by type.

Is the acquired company a participating employer in any pension (defined benefit and/or defined contribution; tax qualified and/or non-qualified (“top hat”)) or welfare benefit plans sponsored by another company?  

If yes, list them on a separate page by name and then by type.



Q2
Does the acquired company have any subsidiaries that will also be acquired in the transaction?  If yes, provide a flow chart and name each entity.  Indicate if an entity is wholly owned or the percentage of ownership interest.



Q3
Does the acquired company participate in any plans sponsored by a union (multi-employer plans)?



Q4
Does the acquired company have employees who are represented by a union?

If yes, are there any open bargaining issues with the union?  Need to examine union contracts



Q5
Are there any reorganizations, acquisitions, mergers, sales of a division of acquired company, plant closings that are still in progress?



Q6
Are there any benefits or remuneration that will become payable pursuant to any plan or arrangement if the proposed acquisition is consummated?



Q7
What are the number of employees involved and how are they distributed organizationally and geographically?



Item
Question/Data Item
Answers/Findings
Comments/Concerns

Q8
Does the acquired company have any international or foreign operations? If yes, please describe locations and employees involved.



Q9
Are there any outstanding NLRA violations?



Q10
Are there any outstanding OSHA violations?



Q11
Are there outstanding EEO violations, charges or complaints (federal and state), including Title VII, ADEA, Equal Pay Act.  Recordkeeping?



Q12
Is there a written Affirmative Action Plan?



Q13
Are sufficient time records kept?  Are overtime pay requirements complied with?  Are cumulative hours tracked?



Q14
How many 1099s were filed last year for individuals performing services on company premises?



Q15
Are any "pension parachute" provisions triggered by the acquisition?



Q16
Will the investment/purchase be a stock or asset purchase?  What is the investment percentage?



Q17
Describe your system operating platforms (hardware and software).

List the system applications utilized and indicate where systems are integrated and/or linked. (HRSS/GL/PC/Third Party)

Can you uncouple or de-implement portions of your system?(e.g., run labor distribution or GL without payroll)



Item
Question/Data Item
Answers/Findings
Comments/Concerns

Q18
Provide a copy of your payroll calendar for the next 12 months.

Do you have a retiree payroll?     If yes, 

can you provide a calendar for this payroll as well?



Q19
How many physical locations do you have?

What states do you operate within?

Is payroll centralized or decentralized (one or multiple pay locations)?



Q20
List employee types for payroll purposes (e.g. hourly paid weekly, salaried paid bi-weekly etc.)

List any unusual pay practices for each (e.g., same day checks):

How are timecards collected/processed for each?

Do you pay employees in arrears or forward?

What is your ratio checks to direct deposit?



Q21
If programming for conversion, extract or interface is required, who on your staff is available?  (Name/Title)



Q22
Can you provide a list  of your payroll company names and related company, department, location and charge codes?



Q23
Can you provide a list of job titles, grades and salary ranges for each?








Item
Question/Data Item
Answers/Findings
Comments/Concerns

DD1
List of all benefit plans (e.g., retirement, welfare, severance, retiree plans etc.) and HR programs and/or policies (e.g., sick leave, vacation, holidays,  PTO, and leaves).



DD2
For all benefit plans, we will need to see the Plan documents, amendments and summary plan descriptions for all benefit plans.  This should include any subsequent Summaries of Material Modifications that may exist as well as recent employee communications related to any of  the benefit plans.



DD3
Documentation on any HR programs and/or policies not covered in 2 above.  (e.g., summary of vacation accrual policy)



DD4
PBGC communication including notifications of reportable events, filings and premium payments.



DD5
Most recent valuations.(2 years)



DD6
Calculations for FASB accounting rules (e.g., FAS 87 (pension liability), 106(post retirement), and 112 (post employment) calculations (if done).



DD7
Copies of all IRS qualification letters



DD8
Copies of 5500s or 990s for the last 2 years.



DD9
Internal/External audit findings (formal management letter) for each plan.



DD10
Insurance contracts with carriers.



DD11
Labor Union contracts.  If unions exist, need summary of union grievances and status for each. Summarize current relations with each union, along with strike history (dates, duration, issues, settlement terms).



Item
Question/Data Item
Answers/Findings
Comments/Concerns

DD12
Firm names, contact and address of 3rd party vendors and a brief description of services offered.

· Actuary

· Record keepers

· Trustee

· Plan and / or Third Party Administrators

· Investment Managers

· Accounting Firms

Service agreements and trust documents should also be provided.



DD13
Listing of retirees including a count, name, SSN, sex, date of birth, age, years of service, retirement date and years since retirement.  If possible, would like this information in electronic form.



DD14
Benefit test results for the last two years (415, ADP, ACP).



DD15
Details on any pending or open IRS filings, audits or plan termination.



DD16
Listing of employees.  Include a count by location, name, SSN, sex, hire date, date of birth, salary, location, and titles.  If possible, would like this information in electronic form.



DD17
What types of employees does the company have?



DD18
Benefit Costs by plan



DD19
If executive plans exist provide documentation.



DD20
Are there any other incentive / compensation programs?



DD21
Copies of Employment contracts, change of control agreements, and documentation of any incentive payment plans, divestiture incentive 

plans, bonus plans, club benefits, company cars.



DD22
Copies of employee leasing agreements or agreements with leasing organizations.



DD23
Copies of independent contractor agreements.  



The following is a list of documents provided for review or still outstanding:

Plan
SPD
Ins.

Contract
Plan Doc
5500
IRS FavorLtr
Audit Rpt/

Opinion
Non-disc. Tests
Comments

Defined Contribution









Defined Benefit









125 Plan









Medical 









EAP









Dental









Life/AD&D









Sick/STD









LTD









BENEFIT COMPARISON

PLAN TYPE
ENRON
Company X
COMMENTS



Retirement/Pension Plans:

Eligibility   

Defined Benefit

Defined Contribution
 
1st of the year following date of hire

Cash Balance
  5% of base pay

  5 year cliff vesting

Employer Cost:  5% of base pay

401(k)

  Ee up to 15% (Eff:7/1/99)

  Er (1999 50% of 4%)

       (2000 50% of 6%)

  Vesting 100%

  Match in Company Stock

’99    2% of base pay

’00    3% of base pay
.
Enron’s cost
  Defined Benefit                                     5% of base pay

Enron’s cost

Defined Contribution              ‘99        2% of base pay (50% of 4%)

                                                ‘00        3% of base pay (50% of 6%)

 

BENEFIT COMPARISON

PLAN TYPE
ENRON
Company X

 
COMMENTS

Retirement Savings Plan

Eligibility

Company Match

Investment Options

Balance Transfers

Loans

Loan Processing Fee

Statements

Withdrawals

Hardship Withdrawals

Max. 15% of annual base pay

1st of month following hire date

1999 50% of 4%

2000 50% of 6%

15 Funds

Daily

Min. $1,000-1 outstanding loans allowed

$25.00 Deducted from Proceeds

Quarterly

Once per calendar quarter - no minimum

Yes, but only  for certain circumstances



Early/Normal Retirement
55 with 5 years of service/65 years of age



BENEFIT COMPARISON

PLAN TYPE
ENRON
Company X
COMMENTS

Heath Coverage
  125 Plan

  Medical
EAP

Yes

Eligibility - Date of hire.

EPO
  $10 co-pay  90/10

Network
  $10 co-pay   90/10

Out of network
  $500 deductible

   70/30

Non-network (out of area)

$500 deductible

   80/20

Indemnity Plan
   $1,250 deductible

   80/20

No Coverage (if insured elsewhere)

HMO’s in non-network  areas

only

Life time maximum

$2,000,000.

Yes (3 visits no cost)





BENEFIT COMPARISON

PLAN TYPE
ENRON
Company X
COMMENTS

Prescription Drug
  Retail

  Mail Order 

Vision

Dental

      Deductible

      Coverage

      Yearly Max

      Life Max

      Ortho Max (life)

      Retirees

 Retiree Medical
Life Insurance

    Basic

   Supplemental
    Employee

    Dependent/Spouse

    Children
Yes (part of medical ) 
  (Co-pays as of 1-1-2000)

Yes-Co-pay $16 Brand

   $ 8 Generic

   (30 days)

   Yes-Co-pay $25 Brand 

   $10 Generic

   (90 days)

VSP beginning 1/1/2000

  $10 office visit/exam
  $25 lenses & frame copay

Yes
 $50

  (100/80/50)

  $1,500

  None

  $1,500

  Covered

Yes  -  Indemnity Plan

Enron Primary (Under 65)

  EPO

   $1,250 or $ 500

   Medicare Primary

(Under/Over 65)

$ 250. Or $ 500.

Up to 7x - in multiples of $1,000.

Minimum$20,000 for F/T

Maximum $1.5 m

N/A

Up to 4x emp. base pay

(as of 1-1-2000)

$10,000



BENEFIT COMPARISON

PLAN TYPE
ENRON
Company X
COMMENTS

PTO/Sick/STD Benefits
  PTO

  Sick - Full-time

             Part-time
STD
None

up to 1,040 (26 weeks)

   4 weeks at 100% pay

 22 weeks at   90% pay

40 hours / year

None



LTD
  Eligibility

 Coverage Options

  Minimum monthly

  Max per month

  SS offset
Date of hire

40/50/65/75% 

40%

$25,000/month

Yes



Severance Plan
May grant up to one week if terminated for cause or misconduct.  One week for each year of service plus 1 week of base pay for each $10,000 included in annual base pay ($40,000 = 4 weeks.)

Double the above amounts if waiver & release of claims is signed.



Spending Accounts
       Health

       Dependent

 Commuter

       Parking

       Mass Transit
$120 Annual Minimum

$5,000 Maximum 

$5,000 Maximum

$175 mo. parking max.

$  65 mo. Transit max.



BENEFIT COMPARISON

PLAN TYPE
ENRON
Company X
COMMENTS

AD&D

  Occupational

  Voluntary AD&D
See BTA (see Workers Comp due diligence)

Eligibility - date hire

Employee Only or Family Coverage.

No Minimum

Maximum of $500,000 + 2x annual base pay up to $1,500,000

     Spouse covered at 50%  

     and children at 10% of 

     your coverage.



Business Travel
4 times base pay up to $1,200,000



Vacation
Hire year   (10 hrs/month)

1-9 yrs       3 weeks

10-19 yrs   4 weeks

20+            5 weeks



Holidays
11 (one is discretionary)



Leave of Absence
  Family Death

  Jury Duty

  Personal Leave

  Military Leave
Discretionary  - Pay determined by Mgr./Supv.

Full pay & jury duty pay

Up to 6 months unpaid

Leave will be granted for 12 mos. /benefit continuation.  Enron will make up pay for 17 days of annual service and up to 1 year for emergency duty.



BENEFIT COMPARISON

PLAN TYPE
ENRON
Company X

 
COMMENTS

All Employee Stock Option Plan  
Eligibility - Date of Hire

with at least 1,000 hrs. Of service

Grants - Varying over life of program (currently 6 years).

Vesting - Varying over remaining life of program.



Employee Education Assistance
90% Reimb. On Courses

75% Reimb. On Books



Company Stock Purchase Plan
Called Direct Service Program for Shareholders of Enron.

Eligibility - Date of Hire

$250 Initial Investment, $25 min. monthly; $120,000 max. Annually

Enron Pays Brokerage Commission and fees after initial investment.



Paid Time Off (Exempt/Non-Exempt)
See Vacation and Holiday Schedule.



Paycheck Direct Deposit
Available



BENEFIT COMPARISON

PLAN TYPE
ENRON
Company X

 
COMMENTS

Pay Dates
15th and end of month; some weekly payrolls



Service Awards
Received after each 5 years



Workers’ Compensation 
Company Paid Insurance



After Hours
Company Picnic

Annual Christmas Party



CB:  Confidential:  For Enron internal distribution only 
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