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Session Overview

• Review Financial Statements for Accuracy and 
Completeness Using Reporting Packages and 
Disclosure Checklist 

• Understand the Complexities of Investment 
Arrangements and Unique Financial Reporting 
Requirements for Each 

• Understand Upcoming Changes to the Auditor’s 
Report and Proposed Revisions to Form 5500
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Reviewing Annual Plan 
Financial Statements

• Why Do We Need to Review?
• Who Should Perform the Review Process? 
• What Are the Consequences of Errors?
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Financial Statements—Perspective
• Whether or not the Plan meets the annual audit requirements, 

management should review the annual plan information to ensure 
accuracy of reporting to the Department of Labor 

• Reviewing annual Plan reports provided management with 
opportunity to monitor service providers (required fiduciary function 
under ERISA)  

• Session will outline a recommended approach to reviewing annual 
Plan information, including the Plan financial statements

• Session will provide tools and resources to assist management in 
completing a thorough review of the Plan financial statements
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Financial Statement Components

1. Auditors’ Report
2. Statements of Net Assets Available for Benefits
3. Statement(s) of Changes in Net Assets Available 

for Benefits
4. Notes to the Financial Statements
5. Supplemental Schedule(s) 
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Reviewing Plan Financial Statements
Resources Required:
• Annual Trust Report
• Plan Documents (Summary Plan Document, Adoption Agreement, 

Amendments, Etc.)
• Form 5500 (Draft Copy) 

Best Practice Suggestions:
• Use an appropriate financial statement disclosure checklist to ensure 

the disclosures are complete
• Compare to prior year published financial statements
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Reviewing Plan Financial Statements
Auditors’ Report
• Determine scope of audit (full scope or limited scope) 
• Verify reference to certification (limited scope only) 

Statements of Net Assets Available for Benefits 
• Compare amounts to trust report 
• Compare prior year amounts to published statements 
• Compare amounts to Schedule H of Form 5500 
• Determine that any differences between Form 5500 and financial 

statements are outlined in reconciling footnote
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Reviewing Plan Financial Statements
Statement(s) of Changes in Net Assets Available for Benefits 
• Compare amounts to trust report 
• Compare prior year amounts to published statements 
• Compare amounts to Schedule H of Form 5500 
• Determine that any differences between Form 5500 and financial 

statements are outlined in reconciling footnote

Supplemental Schedule(s)
• Compare amounts and fund names to trust report 
• Compare formats to Form 5500 Instructions 
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Reviewing Plan Financial Statements
Notes to the Financial Statements 
• Description of the Plan Footnote 

– Read for overall accuracy 
– Compare to Summary Plan Description 

• Significant Accounting Policies 
– Read for overall accuracy 
– Compare to Summary Plan Description 

• Certification 
– Compare to trust report for completeness 
– Participant loans may not always be covered by certification 

15B-9



Reviewing Plan Financial Statements
Notes to the Financial Statements 
• Fair Value Measurements Footnote 

– Read for overall accuracy 
– Compare to leveling table provided by custodian
– Compare to amounts presented on statement of net assets
– Additional disclosures for Level 3 investments 

• Guaranteed Investment Contract Footnote 
– Read for overall accuracy 
– Disclosure of contract terms and conditions 
– Disclosure of crediting rate(s)
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Reviewing Plan Financial Statements

Notes to the Financial Statements 
• Related Party/Party In Interest Footnote 

– Read for overall accuracy 
– Verify accuracy of compensation paid from plan assets 
– Consider undisclosed relationships (compare to Schedule C) 

• Plan Termination Footnote 
– Read for overall accuracy 
– Consider potential for partial plan termination (if significant 

layoffs occurred during plan year)
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Reviewing Plan Financial Statements

Notes to the Financial Statements
• Plan Tax Status Footnote

– Read for overall accuracy 
– Verify accuracy of determination letter date  
– Verify accuracy of reference to plan amendments or restatement 

• Reconciliation to Form 5500 Footnote 
– Compare to statement of net assets and statement of changes in 

net assets available for benefits  
– Understand nature of reconciling items 
– Compare to Form 5500 Schedule H amounts 
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Reviewing Plan Financial Statements
Supplemental Schedules

– Schedule of Assets (Held at End of Year)
• All investments held at the end of the plan year

– Schedule of Reportable Transactions 
• Transactions or series of transactions exceeding 5% of the current 

value of [gross] plan assets at the beginning of the plan year

– Schedule of Assets (Acquired and Disposed of Within the Year)
• Any investment asset purchased AND sold during the year before 

the end of the plan year (exceptions apply)

– Schedule of Delinquent Participant Contributions
• Participant contributions and loan repayments that are not 

transmitted to the plan within the required timeframe
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Using a Disclosure Checklist 

• Demonstrates competency to prepare and review 
Plan financial statements (avoid having the material 
weakness/significant deficiency comment in the 
required communication letter)

• Recommended to perform once initial review of the 
Plan financial statements has been completed 

• Independent auditor can provide a current 
disclosure checklist (updated for all current 
professional standards) 
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Best Practice: Annual Plan Review 
• Work with your independent auditor on internal control and other 

recommendations
• Ensure the third-party service providers are providing the levels of 

service contractually arranged and continue to be responsive for the 
Plan

• Work with investment advisor on monitoring of Plan investments 
and whether investment options continue to be relevant to 
achieving Plan’s objectives

• Review SOC1 Report to determine whether custodian/recordkeeper
controls are in place and operating effectively—follow up on any 
findings that warrant attention
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Best Practice: Annual Plan Review 
• Establish participant education and communication plan with service 

provider for upcoming plan year. 
• Compare plan offerings (waiting period, employer match, profit 

sharing, etc.) with industry averages to remain competitive.
• Review investment performance against predetermined benchmarks 

and document need for any additional monitoring or replacements. 
• Review benchmarking cycle to determine if benchmarking is needed 

either for 3-5 year interval or for increase in plan assets. 
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Understanding Proposed Changes to 
Auditor’s Report and Form 5500

When You are Finished Changing, 
You are Finished.

- Benjamin Franklin 
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Understanding Proposed Changes to 
Auditor’s Report

• Expanded Description of the Basis for Limitation 
on the Scope of the Audit

• Expanded Description of Management’s 
Responsibility

• Expanded Description of Auditor’s Responsibility
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Basis for Scope Limitation Paragraph (Current)

Basis for Disclaimer of Opinion
As permitted by 29 CFR 2520.103-8 of the Department of Labor's Rules and 
Regulations for Reporting and Disclosure under the Employee Retirement 
Income Security Act of 1974, the plan administrator instructed us not to 
perform, and we did not perform, any auditing procedures with respect to the 
information summarized in Note 3, which was certified by ABC Insurance 
Company and ABC Trust Company, LLC, the insurance company and trustee of 
the Plan, except for comparing such information with the related information 
included in the 2016 financial statements. We have been informed by the plan 
administrator that the insurance company and trustee holds the Plan's 
investment assets and executes investment transactions. The plan administrator 
has obtained a certification from the insurance company and trustee as of and 
for the year ended December 31, 2016, that the information provided to the 
plan administrator by the insurance company is complete and accurate.
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Basis for Scope Limitation Paragraph (Proposed)

Basis for Limitation on the Scope of the Audit 
As permitted by 29 CFR 2520.103-8 of the Department of Labor’s Rules and Regulations 
for Reporting and Disclosure under the Employee Retirement Income Security Act of 
1974, management imposed a limitation on the scope of the audit. Under the authority 
of section 103(a)(3)(C) of the Employee Retirement Income Security Act of 1974, the 
audit need not extend to information related to assets held for investment of the plan 
(investment information) prepared and certified by a bank or similar institution or 
insurance carrier which is regulated and supervised and subject to periodic examination 
by a State or Federal agency, provided that the statements or information regarding 
assets so held are prepared and certified to by the bank or insurance carrier in 
accordance with 29 CFR 2520.103-5 and 29 CFR 2520.103-8. 

We have been informed by management that a qualified institution holds the investments 
and executes investment transactions. Management has obtained certifications from the 
qualified institution as of December 31, 20X2 and 20X1, and for the year ended 
December 31, 20X2, stating that the investment information, described in Note X to the 
financial statements, is complete and accurate. 
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Management’s Responsibility Paragraph (Current)

Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of 
these financial statements in accordance with accounting principles 
generally accepted in the United States of America; this includes the 
design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are 
free from material misstatement, whether due to fraud or error.
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Management’s Responsibility Paragraph 
(Proposed)

Management’s Responsibility for the Financial Statements and the Limitation on the Scope of the Audit 

Management is responsible for the preparation and fair presentation of these financial statements in accordance with 
accounting principles generally accepted in the United States of America; this includes the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free 
from material misstatement, whether due to fraud or error. 

Management is also responsible for determining whether a limitation on the scope of the audit is permissible in the 
circumstances, in accordance with the Employee Retirement Income Security Act of 1974, including evaluating whether 

• The certification is prepared by a qualified institution, and 

• The certified investment information is complete and accurate. 

The limitation on the scope of the audit does not affect management’s responsibility for the financial statements. 
Management is responsible for determining whether the certified investment information is appropriately measured, 
presented and disclosed in accordance with accounting principles generally accepted in the United States of America. 

Management is also responsible for maintaining a current plan instrument including all plan amendments, 
administering the plan and determining that the plan’s transactions that are presented and disclosed in the financial 
statements are in conformity with the plan’s provisions, including maintaining sufficient records with respect to each of 
the participants, in accordance with sections 107 and 209 of the Employee Retirement Income Security Act of 1974, to 
determine the benefits due or which may become due to such participants. 
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Auditor’s Responsibility Paragraph (Current) 

Auditors’ Responsibility
Our responsibility is to express an opinion on these 2016 financial 
statements based on conducting the audit in accordance with auditing 
standards generally accepted in the United States of America. Because 
of the matter described in the Basis for Disclaimer of Opinion
paragraph, however, we were not able to obtain sufficient appropriate 
audit evidence to provide a basis for an audit opinion.
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Auditor’s Responsibility Paragraph (Proposed)

Auditor’s Responsibility (Including Responsibility for the Certified Investment Information) 

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits 
in accordance with auditing standards generally accepted in the United States of America. Those standards require that 
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from 
material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of 
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, 
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An 
audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial statements. 
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Auditor’s Responsibility Paragraph (Proposed)

Auditor’s Responsibility (Including Responsibility for the Certified Investment Information) (continued)

With respect to the certified investment information that management instructed us not to audit, we did not assess the 
risks of material misstatement nor did we consider internal control over the certified investment information. Our 
procedures were limited to the following: 

(a) obtaining and reading the certification 

(b) evaluating management’s assessment of whether the entity issuing the certification is a qualified institution under 
the Employee Retirement Income Security Act of 1974 

(c) comparing the certified investment information with the related information presented and disclosed in the financial 
statements 

(d) evaluating whether the form and content of the certified investment information presented and disclosed in the 
financial statements are in accordance with accounting principles generally accepted in the United States of America 

Other than with respect to the certified investment information, our audit procedures were not limited for other 
amounts and disclosures in the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion with the ERISA-permitted audit scope limitation on the financial statements. 
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Understanding Proposed Changes 
to Auditor’s Report

• Proposed “New” Section—Report on Specific 
Plan Provisions Relating to the Financial 
Statements 

• Proposed “New” Section—Purpose of Report  
• Report Length Will Increase From 1½ to 4 Pages
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New Section—Plan Provisions
Report on Specific Plan Provisions Relating to the Financial Statements 

As part of obtaining reasonable assurance about whether ABC 401(k) Plan’s financial statements are free from material 
misstatement, we are required to perform certain procedures to test whether the plan and plan transactions are in 
accordance with specific plan provisions. We performed procedures relating to participant eligibility, benefit payments, 
participant vesting provisions, employer and employee contributions, disclosure of prohibited transactions, Internal 
Revenue Code compliance tests, participant asset allocations, use of forfeitures, and recording of account activity for 
the year ended December 31, 20X2 as required by generally accepted auditing standards for audits of employee 
benefit plans subject to the Employee Retirement Income Security Act of 1974 as set forth in AU-C section 703, 
Forming an Opinion and Reporting on Financial Statements of Employee Benefit Plans Subject to ERISA. However, 
these procedures were not performed for the purpose of providing an opinion on compliance with those provisions 
and, accordingly, we do not express such an opinion. 

During our audit, we noted the following findings relating to whether the plan and plan transactions are in accordance 
with specific plan provisions. However, the audit was not designed to identify all instances when the plan and plan 
transactions are not in accordance with those specific plan provisions. Our opinion with the ERISA-permitted audit 
scope limitation on the financial statements is not modified with respect to this finding. 

• We noted instances when vesting was not calculated in accordance with the plan document, which resulted in the plan not paying 
appropriate benefits. 
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New Section—Purpose of Report
Purpose of this Report 
The purpose of this report on specific plan provisions relating to the 
financial statements is solely to describe the results of our procedures 
relating to the specific plan provisions, and not to provide an opinion 
on the plan’s compliance with ABC 401(k) Plan’s provisions. This report 
on specific plan provisions relating to the financial statements is an 
integral part of an employee benefit plan audit performed in 
accordance with generally accepted auditing standards. Accordingly, 
this communication is not suitable for any other purpose. 
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High Level Overview of Proposed
Changes to Form 5500 

• Form 5500 Will Be Required for All Health Plans 
• Defined Contribution Participation Count Based 

on Account Balance, Not Eligibility (Reduce # of 
Audits)

• Controlled Group Plans Must List Controlled and 
Affiliated Service Groups 
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High Level Overview of Proposed
Changes to Form 5500 

• Check Boxes to Replace Codes/Letters
• More Breakouts of Data (Default Investments) 
• Electronic Extensions (Form 5558) 
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Changes to Form 5500 
Schedule C 

• Covered Service Providers—$1,000 Threshold
• All Others—$5,000 Threshold (Direct/Indirect)
• Must be Filed by Small Plans and Welfare Plans 

with Trust Funding Arrangements
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Changes to Form 5500 
Schedule C 

• Identification of ERISA Accounts/Budgets 
• Identification of Related Party Compensation 
• Questions About Participant Fee Disclosures 

(Attach Copy of ERISA 404(a)(5) Disclosure) 
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Changes to Form 5500 
Schedule E (ESOP)

• Questions About ESOP Debt (Initial/Ongoing)
• Questions About Stock Tradeability
• Other Compliance Questions 
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Changes to Form 5500 
Schedule H

• More Detailed Breakdowns of Plan Investments  
• More Detailed Expenses Section (Accountant 

Fees, Bank Fees, Legal Fees, Etc.)
• Separate Breakdown of Expenses Charged to 

Participant Accounts 
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Changes to Form 5500 
Schedule H (Auditor Information)

• Name of Engagement Partner
• Whether Preparer Reviewed/Discussed Audit 

Report with Accountant 
• Whether Certain Items Were Disclosed 

to/Discussed with Accountant 
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Changes to Form 5500 
Schedule H (Auditor Information)

• Accountant’s Peer Review Information 
• If Limited Scope Audit, Copy of Certification 
• Participant Fee Disclosure Information 
• Questions About Uncashed Distribution Checks 
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Summary of Key Takeaways

• Good Plan Governance = Thorough Review 
• Evaluate Plan Service Providers Annually
• Expansion of Auditor’s Report Language 
• More Time to Prepare and Review Form 5500
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Question and Answers
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