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Items to Discuss 

Terminology 

How to Read the Plan Financial Statements

Understanding Internal Controls

Creating and Following a Budget for the Plan/Trust
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Terminology
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Risk As⸱sess⸱ment
/risk/ /ǝ’sesmǝnt/
noun

Designed To:
• Identify significant audit risk areas, 
• Document the risk of material misstatement for each material audit area,
• Assess those risks, 
• Select an audit approach that is tailored to respond to the assessed level of 

risk, and 
• Document the linkage of the assessed risk to the audit procedures.

Terminology
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Risk As⸱sess⸱ment
/risk/ /ǝ’sesmǝnt/
noun

Your Risk Assessments Should Take Into Account:
• Materiality, 
• The results of preliminary analytical procedures, 
• Information obtained about the plan and its environment
• The consideration of fraud, 
• Engagement team discussions, 
• Other or prior year engagements performed for the plan sponsor, and
• Any other relevant information.

Terminology
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In⸱her⸱ent Risk
/inˈhirənt,inˈherənt/ /risk/ 
noun

Risk that is inherent in the type of 
transaction or account

– Cash vs. real estate; Benefit
obligations vs. contributions 
receivable

– Degree of subjectivity in 
determining its value

Terminology 

Con⸱trol Risk
/kənˈtrōl/ /risk/ 
noun

Relates to the effectiveness of the 
plan office’s internal controls

– One controller/bookkeeper vs. 
significant segregation of 
duties—Levels of review

– Greater controls, less testing
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As⸱sessed Risk of 
Ma⸱te⸱ri⸱al 
Mis⸱state⸱ment
/əˈsɛst/ /risk/ /əv/ /məˈtirēəl/ 
/mɪsˈsteɪtmənt/
Noun

Determined by combining inherent 
risk and control risk

Terminology

Au⸱dit Ap⸱proach
/ˈôdət,ˈädət/ /əˈprōCH/
noun

Audit team determines road map
– Controls based audit vs. 

substantive audit
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Risk Assessment Summary
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How to Read the Plan Financial 
Statements
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Independent Auditor’s Report

In our opinion, the financial 
statements referred to above 
present fairly, in all material 

respects…

In our opinion, the financial 
statements referred to above 
present fairly, in all material 

respects…
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Independent Auditor’s Report

We conducted our audits in 
accordance with auditing 

standards generally accepted in 
the United States of America.

We conducted our audits in 
accordance with auditing 

standards generally accepted in 
the United States of America.
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Independent Auditor’s Report

We are required to be 
independent…and to meet our 
other ethical responsibilities…

We are required to be 
independent…and to meet our 
other ethical responsibilities…
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Independent Auditor’s Report

Responsibilities of Management 
for the Financial Statements

Responsibilities of Management 
for the Financial Statements
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Independent Auditor’s Report

..obtain reasonable 
assurance…the financial 

statements as a whole are free 
from material misstatement, 

whether due to fraud or error…

..obtain reasonable 
assurance…the financial 

statements as a whole are free 
from material misstatement, 

whether due to fraud or error…
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Independent Auditor’s Report

Reasonable assurance is a high level of 
assurance but is not absolute 

assurance…therefore is not a guarantee 
that an audit conducted in accordance with 
generally accepted auditing standards will 

always detect a material misstatement 
when it exists.

Reasonable assurance is a high level of 
assurance but is not absolute 

assurance…therefore is not a guarantee 
that an audit conducted in accordance with 
generally accepted auditing standards will 

always detect a material misstatement 
when it exists.
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Independent Auditor’s Report
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Statement of Net Assets Available for Benefits
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Statement of Changes in Net Assets Available for Benefits
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Statements of Benefit Obligations
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Statements of Changes in Benefit Obligations
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Notes to Financial Statements 
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Notes to Financial Statements—Note 2
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Notes to Financial Statements—Note 2

F07-24



Notes to Financial Statements—Note 2
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Notes to Financial Statements—Notes 5 to 7
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Independent Auditor’s Report of Supplemental Schedules 
Required by the Department of Labor
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Independent Auditor’s Report of Supplemental Schedules 
Required by the Department of Labor
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Understanding Internal Controls
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Before finalizing financial statements—“Plan management” is required to sign off on:

Plan Management Acknowledgements

Statement of Fulfilled Responsibilities

The financial statements referred to above are fairly presented in conformity 
with U.S. GAAP, the notes include all disclosures required by laws and 
regulations to which the Plan is subject, including the DOL’s Rules and 
Regulations for Reporting and Disclosure under ERISA.

We have fulfilled our responsibilities, as set out in the terms of the audit 
engagement letter dated month XX, 202X, including our responsibility for the 
preparation and fair presentation of the financial statements.

Conformity with GAAP
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Plan Management Acknowledgements
Acknowledgements of Responsibility

We acknowledge our responsibility for 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.

We acknowledge our responsibility for the design, implementation, and 
maintenance of internal control to prevent and detect fraud.

We have no knowledge of any fraud or suspected fraud that affects the Plan 
and involves:

a. Management
b. Employees who have significant roles in internal control; or
c. Others when the fraud could have a material effect on the financial 
statements

Statement of Fraud Analysis
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Auditor can NOT prepare budget per current audit standards—
Auditor can’t be “part of management”

Creating and Preparing a Budget 
for the Plan/Trust 

Apprenticeships
• Operating and/or 

capital 
expenditures

• Outside funding 
opportunities 

Investment 
Earnings
• Include or not 

include

Benefit Plans 
• Health care 

spending
• Investment 

modeling to meet 
anticipated health 
care spending 
requirements 

Pension Plans 
• Investment 

modeling to meet 
actuarial cash flow 
expectations 
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Annual Tax Filings
Form 5500 
Annual Return/Report of 
Employee Benefit Plan

Due within 7 months after year end; 
One 2.5-month extension. 

Form 990-T 
Exempt Organization 
Business Income Tax Return

Due within 4.5 months after year end; One 6-month 
extension.

Form 990 
Return of Organization 
Exempt from Income Tax

Due within 4.5 months after year end; One 6-month 
extension. 

• Training—Rarely
• Vacation/Supplemental etc.

• Pension (Defined Benefit 
• and Defined Contribution)
• Health and Welfare
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Annual Tax Filings
8955-SSA 
Annual Registration 
Statement Identifying 
Separated Participants with 
Deferred Vested Benefits

Due within 7 months after year end; One 2.5-month
extension.

Form 5330 
Return of Excise Taxes 
Related to Employee 
Benefit Plans

Practically due as soon as possible.

Summary Annual 
Report Due within 2 months of filing Form 5500. 

Required when file Form 5500 except Defined Benefit
Plans
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Your Feedback 
Is Important. 
Please Scan 

This QR Code.

Session Evaluation

Key Takeaways

• Significant work happens before the 
auditors "show up" at the 
Administrative office.

• Auditors do not review every 
transaction; audits are not 
designed to detect fraud.

• Trustees are responsible for the 
audited financial statements.
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