
 

 

New Auditing Rules for ERISA EBPs 
 

In July, the American Institute of CPAs’ Auditing Standards Board issued a new Statement on Auditing Standards 
(SAS 136), Forming an Opinion and Reporting on Financial Statements of Employee Benefit Plans Subject to ERISA, 
which will apply to audits of single-employer, multiple-employer and multiemployer plans subject to the Employee 
Retirement Income Security Act of 1974 (ERISA). The goal is to improve the consistency and relevancy of the 
auditor’s report by updating the audit report and requiring the auditor to more clearly articulate its responsibilities 
and those of management.   

SAS 136 addresses the auditor’s responsibility to form an opinion and report on the audit of financial statements of 
employee benefit plans (EBP) subject to ERISA, and the form and content of the auditor’s report issued as a result 
of an audit of ERISA plan financial statements. The SAS includes new requirements for engagement acceptance, 
risk assessment and response, communications with those charged with governance, procedures and new audit 
report for limited-scope audits (ERISA Section 103(a)(3)(C)) and considerations relating to Form 5500.  

Risk Assessment  
When designing and performing audit procedures, auditors are required to consider plan provisions that affect the 
risk of material misstatement at the relevant assertion level for classes of transactions, account balances and 
disclosures.  

Reportable Findings 
Auditors must communicate “reportable findings” resulting from these procedures—in writing and to those 
charged with governance—on a timely basis. Reportable findings include instances of noncompliance or suspected 
noncompliance with laws or regulations, findings that the auditor determines are significant and relevant to those 
charged with governance and/or internal control deficiencies that the auditor determines merit management’s 
attention. 

Limited-Scope Audits 
Under SAS 136, an auditor must express a new form of opinion unique to limited-scope audits. The auditor should 
evaluate management’s assessment of whether the entity issuing the certification is a qualified institution. The 
auditor should identify what investment information is certified and is required to perform the following 
procedures on those investments:  

 Obtain the certification from management and read it  

 Compare the certified investment information with the related information presented and disclosed in 
the ERISA plan financial statements and ERISA-required supplemental schedules  

 Read the disclosures that relate to the certified investment information to assess whether they are in 
accordance with the presentation and disclosure requirements of U.S. generally accepted accounting 
principles (GAAP)  

Based on these procedures, the auditor is required to express an opinion on whether the certified investment 
information agrees with—or is derived from, in all material respects—the information prepared and certified by an 
institution that management has determined meets the requirements of ERISA §103(a)(3)(C). For all other 
amounts and disclosures, such as noninvestment-related information, e.g., benefit payments or contributions, and 
investment information that was not certified or was inappropriately certified, the auditor must perform audit 
procedures based on the assessed risk of material misstatement. Based on the audit and the procedures 
performed, the auditor expresses an opinion on whether these amounts and disclosures are presented fairly in all 
material respects in accordance with U.S. GAAP. 
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The auditor also must express an opinion on whether the form and content of the information in the ERISA-
required supplemental schedules—other than the certified investment information—are presented, in all material 
respects, in conformity with the U.S. Department of Labor’s rules for reporting under ERISA (see Appendix). 

Management Representations  
For all EBP audits, the auditor must obtain written acknowledgment that management is responsible for 
maintaining a current plan instrument, administering the plan and determining the plan’s transactions are 
presented and disclosed in conformity with the plan’s provisions, including maintaining sufficient records with 
respect to each of the participants to determine the benefits due or that may become due to such participants.  

Limited-scope audits must include a written acknowledgment from management of its responsibility to determine 
whether such an audit is permissible, whether the investment information is prepared and certified by a qualified 
institution, whether the certification complies with ERISA regulations and whether the certified investment 
information is appropriately measured, presented and disclosed in accordance with U.S. GAAP.  

Auditor’s Report  
SAS 136 changes the form and content of the auditor’s report to align with changes required by SAS 134, Auditor 
Reporting and Amendments, Including Amendments Addressing Disclosures in the Audit of Financial Statements, 
issued in May 2019.  

When management does not elect to have a limited-scope audit, the “Opinion” section is reported first, followed 
by the “Basis for Opinion” section. For a limited-scope audit, the “Scope and Nature of the ERISA Section 
103(a)(3)(C) Audit” section is presented before the “Opinion” section.   

The “Responsibilities of Management for the Financial Statements” section now includes a paragraph that 
describes management’s responsibility for the evaluation of whether there are conditions or events, considered in 
the aggregate, that raise substantial doubt about the entity’s ability to continue as a going concern, if required by 
the financial reporting framework. In addition, this section should include a description of management’s 
responsibilities for maintaining a current plan instrument, administering the plan and determining that the plan’s 
transactions 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 to determine the benefits due or 
which may become due to such participants.  

The “Auditor’s Responsibilities for the Audit of the Financial Statements” section more clearly articulates the 
auditor’s responsibilities for the audit.  

Form 5500  
Under SAS 136, an auditor must make arrangements with management to obtain a substantially complete draft of 
Form 5500, including the forms and schedules that could have a material effect on the financial statement’s 
quantitative and qualitative information and ERISA-required supplemental schedules. The auditor must read the 
draft Form 5500 prior to dating the auditor’s report to identify any material inconsistencies with the ERISA plan 
financial statements.  

Effective Date 
The changes are effective for audits of financial statements for periods ending on or after December 15, 2020. 
Early implementation is not permitted. 

 

 



New Auditing Rules for ERISA EBPs  
 

3 

If you would like more information on these changes, contact your BKD trusted advisor. Visit our website to learn 
more.   

Contributor 
Anne Coughlan 
Director 
317.383.4000 
acoughlan@bkd.com  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://www.bkd.com/services/employee-benefit-plan-audit
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Appendix – An Auditor’s Report on Financial Statements for a Defined 
Contribution Retirement Plan Subject to ERISA When Management Elects an 
ERISA Section 103(a)(3)(C) Audit   

Independent Auditor’s Report  
[Appropriate Addressee]  

Scope and Nature of the ERISA Section 103(a)(3)(C) Audit  

We have performed audits of the financial statements of ABC 401(k) Plan, an employee benefit plan subject to the 
Employee Retirement Income Security Act of 1974 (ERISA), as permitted by ERISA Section 103(a)(3)(C) (ERISA 
Section 103(a)(3)(C) audit). The financial statements comprise the statements of net assets available for benefits as 
of December 31, 20X2 and 20X1, and the related statement of changes in net assets available for benefits for the 
year ended December 31, 20X2, and the related notes to the financial statements.   

Management, having determined it is permissible in the circumstances, has elected to have the audits of ABC 
401(k) Plan’s financial statements performed in accordance with ERISA Section 103(a)(3)(C) pursuant to 29 CFR 
2520.103-8 of the Department of Labor’s Rules and Regulations for Reporting and Disclosure under ERISA. As 
permitted by ERISA Section 103(a)(3)(C), our audits need not extend to any statements or information related to 
assets held for investment of the plan (investment information) by a bank or similar institution or insurance carrier 
that is regulated, 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 similar institution 
or insurance carrier in accordance with 29 CFR 2520.103-5 of the Department of Labor’s Rules and Regulations for 
Reporting and Disclosure under ERISA (qualified institution).   

Management has obtained certifications from a qualified institution as of December 31, 20X2 and 20X1, and for 
the year ended December 31, 20X2, stating that the certified investment information, as described in Note X to the 
financial statements, is complete and accurate.1   

Opinion  

In our opinion, based on our audits and on the procedures performed as described in the Auditor’s Responsibilities 
for the Audit of the Financial Statements section  

 the amounts and disclosures in the accompanying financial statements, other than those agreed to or 
derived from the certified investment information, are presented fairly, in all material respects, in 
accordance with accounting principles generally accepted in the United States of America.    

 the information in the accompanying financial statements related to assets held by2 and certified to by a 
qualified institution agrees to, or is derived from, in all material respects, the information prepared and 
certified by an institution that management determined meets the requirements of ERISA Section 
103(a)(3)(C).    

Basis for Opinion  

We conducted our audits in accordance with auditing standards generally accepted in the United States of America 
(GAAS). Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the 
Audit of the Financial Statements section of our report. We are required to be independent of ABC 401(k) Plan and 
to meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our 

                                                           
1 If the note to the financial statements does not identify the names of the qualified certifying institutions and 
periods covered, then such information may be included in the auditor’s report. 
2 This sentence may need to be modified when the certification is provided by an insurance entity, which provides 
benefits under the plan or holds plan assets. 
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audits. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
ERISA Section 103(a)(3)(C) audit opinion.   

Responsibilities of Management for the Financial Statements  

Management is responsible for the preparation and fair presentation of the financial statements in accordance 
with accounting principles generally accepted in the United States of America, and for the design, implementation 
and maintenance of internal controls relevant to the preparation and fair presentation of financial statements that 
are free from material misstatement, whether due to fraud or error. Management’s election of the ERISA Section 
103(a)(3)(C) audit does not affect management’s responsibility for the financial statements.   

In preparing the financial statements, management is required to evaluate whether there are conditions or events, 
considered in the aggregate, that raise substantial doubt about ABC 401(k) Plan’s ability to continue as a going 
concern [insert the time period set by the applicable financial reporting framework].  

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, to determine the benefits due or which may become due to such participants.  

Auditor’s Responsibilities for the Audit of the Financial Statements  

Except as described in the Scope and Nature of the ERISA section 103(a)(3)(C) Audit section of our report, our 
objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from 
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. 
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee 
that an audit conducted in accordance with GAAS will always detect a material misstatement when it exists. The 
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as 
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. 
Misstatements are considered material if, individually or in the aggregate, they could reasonably be expected to 
influence the economic decisions of users made on the basis of these financial statements.  

In performing an audit in accordance with GAAS, we:   

 Exercise professional judgment and maintain professional skepticism throughout the audit.  

 Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or 
error, and design and perform audit procedures responsive to those risks. Such procedures include 
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.   

 Obtain an understanding of internal control relevant to the audit 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 ABC 401(k) Plan’s internal control. Accordingly, no such opinion is expressed.   

 Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting 
estimates made by management, as well as evaluate the overall presentation of the financial statements.   

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that 
raise substantial doubt about ABC 401(k) Plan’s ability to continue as a going concern for a reasonable 
period of time.  

Our audits did not extend to the certified investment information, except for obtaining and reading the 
certification, comparing the certified investment information with the related information presented and disclosed 
in the financial statements and reading the disclosures relating to the certified investment information to assess 
whether they are in accordance with the presentation and disclosure requirements of accounting principles 
generally accepted in the United States of America.  
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Accordingly, the objective of an ERISA Section 103(a)(3)(C) audit is not to express an opinion about whether the 
financial statements as a whole are presented fairly, in all material respects, in accordance with accounting 
principles generally accepted in the United States of America.  

We are required to communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit, significant audit findings, and certain internal controlrelated matters that 
we identified during the audit.  

Other Matter — Supplemental Schedules Required by ERISA  

The supplemental schedules of [identify the title of supplemental schedules and periods covered] are presented for 
purposes of additional analysis and are not a required part of the financial statements but are supplementary 
information required by the Department of Labor’s Rules and Regulations for Reporting and Disclosure under 
ERISA. Such information is the responsibility of management and was derived from and relates directly to the 
underlying accounting and other records used to prepare the financial statements. The information included in the 
supplemental schedules, other than that agreed to or derived from the certified investment information, has been 
subjected to auditing procedures applied in the audits of the financial statements and certain additional 
procedures, including comparing and reconciling such information directly to the underlying accounting and other 
records used to prepare the financial statements or to the financial statements themselves, and other additional 
procedures in accordance with GAAS. For information included in the supplemental schedules that agreed to or is 
derived from the certified investment information, we compared such information to the related certified 
investment information.  

In forming our opinion on the supplemental schedules, we evaluated whether the supplemental schedules, other 
than the information agreed to or derived from the certified investment information, including their form and 
content, are presented in conformity with the Department of Labor’s Rules and Regulations for Reporting and 
Disclosure under ERISA.  

In our opinion  

 the form and content of the supplemental schedules, other than the information in the supplemental 
schedules that agreed to or is derived from the certified investment information, are presented, in all 
material respects, in conformity with the Department of Labor’s Rules and Regulations for Reporting and 
Disclosure under ERISA.  

 the information in the supplemental schedules related to assets held by3 and certified to by a qualified 
institution agrees to, or is derived from, in all material respects, the information prepared and certified by 
an institution that management determined meets the requirements of ERISA Section 103(a)(3)(C).  

 

[Signature of the auditor’s firm]  

[City and state where the auditor’s report is issued]  

[Date of the auditor’s report] 

 

 

 

 

                                                           
3 See footnote 2. 


