Employee Benefits Self-Audit Checklist
League of Minnesota Cities Human Resources Reference Manual
 Chapter 5, Benefits

Use this checklist of items for the administration of various employee benefits to ensure compliance with major requirements of state and federal law. The Benefits Chapter of the Human Resources Reference Manual explains the legal and practical reasons for items included here. You may wish to add city-specific practices or delete items that do not apply to you to create a custom list for your city (use “File: Save As”).


	Authority to Establish Terms and Conditions of Employment

	
	Our city understands who has the authority to establish and change wages and benefits as dictated by the form of government under which the city operates.

	
	Our city knows who has authority to approve changes to the city’s overall compensation and benefits plan (e.g., the structure, method for wage increases, across-the-board or cost-of-living increases, etc.).

	
	Our city knows who has the authority to approve changes that are within the city’s overall compensation and benefits plan (e.g., step movements, promotional increases, etc.).

	
	Our city knows when a position under consideration is covered by a collective bargaining agreement, realizing that wages and benefits for the position are likely governed by the agreement.

	
	Our city knows when a position is covered by a civil service system, realizing that wages and benefits for the position may be governed by the civil service commission rules or bylaws.

	
	Our city knows when a position is operating under an individual employment agreement or contract, and that wages and benefits are likely governed by the individual employment agreement or contract.




	Organizational Issues

	
	Our city knows what the city’s personnel policy says about benefits.

	
	Our city is familiar with the Patient Protection and Affordable Care Act's (PPACA) requirements and impacts to our city. We have completed the analysis to determine whether we are a large or small employer and understand our associated responsibilities. 

	
	Our city knows whether the policy explicitly states the council’s authority to make changes to compensation and benefits at any time (for employees not covered by a contract or civil service system).

	
	If our city does not have a written personnel policy, we have reviewed our past practice.




	Process Issues

	
	Our city has examined its practices regarding compensation and benefits to ensure similarly situated employees are treated the same.

	
	Our city is aware of the requirement that on an annual basis for existing employees, and within two weeks of a newly hired employee’s first day of work, public employers are required to provide written or electronic information regarding the federal student loan forgiveness program, including a one-page letter, fact sheet, and frequently asked questions, all of which have been created and made available to employers by the Office of Higher Education. MN Office of Higher Education: Public Service Loan Forgiveness: For Employers.

	
	If our city offers health insurance benefits, we are aware of required annual notices.




	Legal Issues

	
	Our city has verified our insurance benefits do not discriminate in favor of highly compensated employees.

	
	When our city considers changes to employee benefits (active employees and/or retirees), we review the appropriate personnel policy or contract provisions with an attorney to ensure the changes are handled appropriately.




	Union Issues

	
	If our city closes a council meeting to discuss labor negotiation strategy, we are careful to meet all requirements specific to this type of closed meeting and work with our City Attorney.

	
	If our city receives an order of “status quo” from the Bureau of Mediation Services (BMS) during an organizing drive, we review all upcoming wage and benefit increases to make sure they do not violate the status quo order.

	
	Our city has reviewed its union contracts to ensure all compensation and benefits provisions are in compliance and interpreted accurately.

	
	If our city makes changes to its benefit plans, we negotiate those changes with the unions if there is a change in the aggregate value of benefits.



	Payroll Issues

	
	Our city has established a policy or practice regarding supplementing workers’ compensation benefits through the use of accrued leave.

	
	Our city has established procedures for required payroll reports such as Public Employees Retirement Association (PERA), unemployment compensation, workers’ compensation, and charitable contributions.

	
	Our city has established a plan as required by IRS regulations to allow for pretax deductions on employee contributions for medical, dental, vision, disability, AD&D, and/or group term life insurance benefits.




	Insurance Benefit Issues

	

	Our city has reviewed all health insurance plans (including Health Flexible Spending Accounts) to ensure that any applicable requirements under the Health Insurance Portability and Accountability Act of 1996 (HIPAA) have been met.

	

	Our city has given each employee and his/her spouse who becomes covered under the plan a general notice describing COBRA rights. For additional information on Initial COBRA notices – refer to our discussion on Continuation of Benefits. 

	
	Our city has made arrangements so employees who have a “qualifying event” receive a Consolidated Omnibus Budget Reconciliation Act (COBRA) and/or Minnesota continuation notice, as applicable.

	
	When considering changes to health insurance benefits, our city evaluates the changes considering the “aggregate value of benefits” statute, which requires the city to negotiate changes with the union whenever the overall value is changed.

	
	For cities with 25 or more employees: Out city has gone out for bid for its employee benefits in the past five years.

	
	Our city has reviewed all insurance contracts to ensure that any reference to the Employee Retirement Income Security Act (ERISA) is removed.

	
	Our city has assessed its systems to determine the extent to which it must comply with the HIPAA security standards.

	
	Our city considers both federal and state continuation requirements for a divorce, death of an employee, or retirement.

	
	For cities with age-related health premiums: Our city has considered going to a percent-of-premium contribution structure and that any health care reform issues have been resolved.

	
	Our city has reviewed requirements under the Patient Protection and Affordable Care Act (PPACA), otherwise known as federal health care reform, to determine if it may be subject to penalty.

	
	Our city has reviewed notice requirements of federal health care reform.




	Leave Benefit Issues

	

	For cities with 50 or more employees (including paid on-call firefighters): Our city has established a Family and Medical Leave Act (FMLA) policy. 

	
	We understand our city, regardless of size, provides up to 12 weeks of unpaid pregnancy and parental leave to an employee, unless the employer agrees to a longer leave. Employees have a right to this unpaid pregnancy and parental leave regardless of how long the employee has worked for that employer. Minnesota’s paid family and medical leave law, which provides paid time off during or following a pregnancy, goes into effect Jan. 1, 2026.

	












	Effective January 1, 2024, our city is compliant with the MN Earned Sick and Safe Time (ESST) law. In addition to providing employees with one hour of paid lave for every 30 hours worked up to at least 48 hours each year, employers are required to:
· Include the total number of earned sick and safe time hours available for use, as well as the total number of earned sick and safe time hours used, on earnings statements provided to employees at the end of each pay period;
· Provide employees with a notice by Jan. 1, 2024 — or at the start of employment, whichever is later — in English and in an employee’s primary language if that is not English, informing them about earned sick and safe time; and
· Include a sick and safe time notice in the employee handbook, if the employer has an employee handbook.

	
	Our city has evaluated existing and prior collective bargaining agreements when considering changes to its contribution for retiree benefits.

	
	Our city has a policy requiring an employee to leave “in good standing” to address payment of unused leave hours at separation.

	
	Our city has considered all applicable discrimination laws when establishing its paid leave policies.

	
	Our city has reviewed its military leave policy to ensure it is providing paid leave in accordance with state law and employees are not forced to use vacation.

	
	Our city has a written policy providing all the benefits and protections of state and federal military leave laws.

	
	Our city has considered rewriting leave policies so the city is consistent in the parameters for use of paid leave across similar types of leave (e.g., so that if paid leave is allowed under one law it is also allowed for a similar type of leave under another law).

	
	Our city’s sick leave policy allows the use of sick leave for sick or injured children on the same basis as it allows for the employee (e.g., if sick leave is allowed for doctor’s appointments for the employee, it should also be allowed for the employee’s children). Refer to ESST above as well.

	
	Our city has reviewed its worker’s compensation policy to ensure it is following IRS and state/federal withholding requirements as well as being familiar with ineligible wages for Public Employees Retirement Association (PERA) for any payments made by the city to supplement workers’ compensation payments.

	
	Our city is apprised of MN state holidays and considered its practices on closing offices for state holidays (i.e., no public business may be transacted on state holidays according to Minnesota statutes, except in cases of necessity). For additional information reference our discussion on City Employment Basics and our Personnel Policy Template.

	

  
	Our city has a written policy allowing employees time off to serve on jury duty. The policy provides all employees (or at least all salaried) employees will be paid for the full week’s salary when attending jury duty, without deduction. For additional information reference our discussion on City Employment Basics and our Personnel Policy Template.

	
	Our city understands eligible employees must be given paid leave in accordance with State law in order to donate an organ or partial organ as well as for bone marrow donation. For additional information reference our discussion on City Employment Basics and our Personnel Policy Template.

	
	Our city has a policy incorporating the requirements of time off for school conferences and school-related activities that cannot be scheduled during nonwork hours. An employee may substitute any accrued paid vacation or other appropriate leave for any part of this leave. For additional information reference our discussion on City Employment Basics and our Personnel Policy Template.

	
	Our city allows nursing mothers time and a room, in close proximity to the work area,  shielded from view, and free from intrusion from coworkers and the public that includes access to an electrical outlet (other than a toilet stall) for expressing milk, as required by state and federal (PPACA) law. For additional information reference our discussion on City Employment Basics and our Personnel Policy Template.

	
	Our city allows employees paid time off to vote on the day of an election. Additionally, the city understands, individuals selected to serve as an election judge may, after giving an employer at least 20 days’ written notice, be absent from work for the purpose of serving as an election judge without penalty. For additional information reference our discussion on City Employment Basics and our Personnel Policy Template.




	Other Benefits Issues

	
	If allowing employees to use cashed-out sick leave, vacation, and/or severance to pay for post-employment health benefits, out city taxes that amount or has implemented a post-employment health savings plan consistent with appropriate IRS regulations.

	
	Our city is familiar with constructive receipt implications for any cashing out options for accrued leave and compensatory time. For additional information on constructive receipt, see Section II E in City Employment Basics.

	
	Our city has evaluated its liability under the Governmental Accounting Standards Board (GASB) reporting requirements for retiree benefits and taken steps to deal with the issue of funding these benefits.

	
	Our city has reviewed which employees are and are not subject to mandatory participation in the Public Employees Retirement Association (PERA).

	
	Our city has reviewed its participation in any deferred compensation plan to ensure compliance with state and federal laws–especially regarding IRS requirements and state limitations on employer contributions.



	Pension and Service Credit Issues

	
	Our city contributes to the appropriate Public Employees Retirement Association (PERA) plan for all covered employees.

	
	Our city deducts required employee deductions from the paychecks of all covered PERA plan members.

	
	Our city adheres to IRS 457(b) limits for any deferred compensation plans the city offers. 
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