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Plan Audits:
What Do You Need to Know 
About SAS 136 and the 5500?
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• New Auditing Standards affects all phases
of audits
– Engagement letter
– Reporting
– Form 5500
– Plan sponsors will have new Form 5500 

responsibilities

Objectives
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• SAS136—Forming an Opinion and Reporting on 
Financial Statements of Employee Benefit Plans 
Subject to ERISA
– Why did the standards change?

• To improve auditor performance and enhance audit quality
• To increase communicative value and transparency of 

Auditor’s report
– When will the changes be effective?

• Was effective for periods ending on or after
December 15, 2021

Statement on Auditing Standards No. 136 
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• Accept an ERISA plan audit engagement when the basis 
upon with it is to be performed has been agreed upon 
through establishing whether the preconditions for the 
audit are present. Appropriately plan and perform the 
audit of ERISA plan financial statements, including 
procedures required by the SAS on the certified 
investment information when management elects an 
ERISA Section 103(a)(3)(C) audit

Statement on Auditing Standards No. 136: 
Key Points 
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• Form an Opinion on the ERISA plan financial statement 
based on audit evidence obtained

• Express clearly the opinion on the ERISA plan financial 
statements through a written report

• Perform procedures and report on the presentation of 
supplementary information in accordance with this SAS

• Appropriately communicate to management and those 
charged with governance reportable findings that the auditor 
has identified during the audit of the ERISA plan financial 
statements

Statement on Auditing Standards No. 136: 
Key Points 
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• What has changed?
– Engagement acceptance and obtaining additional management 

representations
– Performing risk assessment procedures related to the plan 

instrument, plan tax status, prohibited transactions, and 
responding to identified risks

– Communicating additional matters (reportable findings) with 
those charged with plan governance

– Performing certain additional procedures unique to auditing 
ERISA plans, and

– Issuing a new form of the Auditor’s report

Statement on Auditing Standards No. 136 
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Two Types of Plan Audits
• ERISA Section 103(a)(3)(C) audits

– Formerly called limited scope audit
– Auditor does not perform any additional procedures 

with respect to investment information certified by 
a qualified institution pursuant to ERISA Section 
103(a)(3)(C)

– Audit testing will be performed on the non-investment 
activity of the plan

Statement on Auditing Standards No. 136 
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• ERISA Plan audit other than an ERISA Section 
103(a)(3)(C) audit
– Formerly called Full Scope Audit
– Most commonly performed on multiemployer

benefit plans
– Investment audit work will be performed

Statement on Auditing Standards No. 136 
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• Engagement Acceptance
– Engagement letter will now include 

acknowledgements of the following:
• 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 ERISA 
plan 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

Summary of Key Changes
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• Engagement Acceptance
– When management elects to have an ERISA Section 

103(a)(3)(C) audit, determining whether:
• An ERISA Section 103(a)(3)(C) audit is permissible
• The investment information is prepared and certified by a 

qualified institution
• The certification meets the requirements in 29 CFR 

2520.103-5
• The certified investment information is appropriately 

measured, presented and disclosed in accordance with the 
applicable financial reporting framework

Summary of Key Changes
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• Engagement Acceptance
– Auditor must now inquire of management about how 

management determined that the entity preparing
and certifying the investment information is a qualified 
institution under DOL rules and regulations

– Auditor must obtain approval that prior to dating the 
auditor’s report, a draft Form 5500 that is substantially 
complete has been provided to the auditor

Summary of Key Changes
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• Risk Assessment
– Auditor must read the most current plan instrument, 

including amendments as part of obtaining an 
understanding of the entity sufficient to perform risk 
assessment procedures

– Relevant plan provisions should be tested by auditor

Summary of Key Changes
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• Communications with management and those 
charged with governance
– Reportable Findings must be communicated in writing 
– Auditor must discuss prohibited transactions with a 

party in interest of which the auditor has become 
aware that have not been reported properly in 
supplemental schedules

– Auditor should communicate its responsibility with 
respect to Form 5500, procedures performed related 
to the Form 5500 and results of those procedures

Summary of Key Changes

G11-13



• Management Representation letter—New written 
representations 
– That management has provided the auditor with the 

most current plan instrument for the audit
– Acknowledgement of its responsibility for 

administering the plan’s transactions in conformity 
with plan provisions, including maintaining sufficient 
records with respect to each of the participants to 
determine the benefits due 

Summary of Key Changes

G11-14



• If management elects to have an ERISA Section 
103(a)(3)(C) audit, acknowledgement that election 
doesn’t affect responsibility for financial statements
– An ERISA Section 103(a)(3)(C) audit is permissible
– The investment information is prepared and certified by a 

qualified institution
– The certification meets the requirements in 29 CFR 2520.103-5; 

and
– The certified investment information is appropriately measured, 

presented and disclosed in accordance with the applicable 
financial reporting framework

Summary of Key Changes: 
Management Representation Letter
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• Reporting 
– When identified prohibited transactions have not been 

appropriately reported in the Supplemental schedules, 
the auditor is required to:

• Modify the opinion on the supplemental schedule, when the 
effect of the transaction is material based on financial 
statements as a whole

• Include additional discussion in the other-matter paragraph 
in auditor’s report

• Consider a GAAP departure if prohibited transaction is 
material

Summary of Key Changes
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• Management’s Responsibility for the Financial 
Statements

• Auditor’s Responsibility
• Opinion
• Report on Supplemental Information

Independent Auditor’s Report (OLD)
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• Opinion section (now 1st paragraph)
• Basis of Opinion 
• Responsibilities of Management for the Financial 

Statements
• Auditor’s Responsibilities for the Audit of the 

Financial Statements
• Report on Supplemental Information

Independent Auditor’s Report (NEW)
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• Responsibilities of Management
– Mgmt is responsible for preparation and fair presentation of financial 

statements in accordance with GAAP
– Mgmt is responsible for maintenance of internal control relevant to 

preparation of financial statements
– Mgmt is required to evaluate whether there are conditions that raise 

substantial doubt about the Plan’s ability to continue as a going concern 
(NEW)

– Mgmt is responsible for maintaining a current plan instrument, including all 
plan amendments, administering the plan, and determining that the plan’s 
transactions are presented and disclosed in conformity with plan provisions, 
including maintaining sufficient records with respect to each of the 
participants to determine benefits due or which may become due to such 
participants (NEW)

Independent Auditor’s Report: New Additions

G11-19



• Key elements of the non-ERISA Section
103(a)(3)(C) report (formerly referred to
as full scope reports) are:
– The opinion section identifies the plan as an employee 

benefit plan subject to ERISA
– Expanded description of management’s responsibilities 
– Includes new content in the other matter paragraph 

relating to the ERISA required supplemental schedules, 
including a new form and content opinion on the 
supplemental schedules

Independent Auditor’s Report
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• An identified instance of noncompliance or suspected 
noncompliance with laws or regulations

• A finding arising from the audit that, in the auditor’s 
professional judgment, is significant and relevant to 
those charged with governance, regarding their 
responsibility to oversee the financial reporting process

• An indication of deficiencies in internal controls identified 
during the audit that have not been communicated to 
management by other parties and that, in the auditor’s 
professional judgment, are of sufficient importance to merit 
management’s attention

Reportable Findings—What Are They?
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• Communicate in writing to those charged with 
governance
– Include in required communication (in accordance with AU-C 

section 250, 260 or 265)
– Auditor cannot state that no reportable findings were identified 

during the audit
– Written communication should include:

• A description of the finding
• Sufficient information to enable Mgmt to understand context of 

communication 
• An explanation of the potential effects of the reportable finding

Reportable Findings
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• Examples of matters in an employee benefit audit that need 
to be evaluated for consideration as a reportable finding:
– Misappropriation of plan provisions, such as covered compensation, 

use of forfeitures, vesting, eligibility
– Non-timely contributions
– Census data errors
– Failure to perform relevant compliance tests
– Financial reporting or disclosure misstatement
– Insufficient monitoring of the plan’s service organizations, including 

review of relevant SOC 1 reports
– Inadequate compensatory user entity controls

Reportable Findings—Examples
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• When evaluating whether an issue is a 
reportable finding—Auditor should consider:
– What gave rise to the issue (ex.: An operational error 

identified when testing the provisions of the plan 
instrument or a financial reporting or disclosure 
misstatement)

– How the issue was identified and corrected, including 
whether the issue was timely identified and corrected 
by management as part of its internal control process 
and whether it was corrected before year end

Reportable Findings
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• When evaluating whether an issue is a 
reportable finding—Auditor should consider:
– The extent or scope of the issue (ex.: The number of 

participants affected, whether the issue is recurring 
whether there are several less significant issues, 
which together may be indicative of a significant 
issue)

– Whether the issue is indicative of a lack of reporting 
expertise or lack of oversight or monitoring of plan 
operations or service providers

Reportable Findings
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• Plan management must provide auditor with draft Form 
5500 (audit evidence) prior to dating the auditor’s report 
that is substantially complete
– What this means? Doesn’t the auditor prepare the

Form 5500?
• Schedule MB must be obtained from actuary and provided to 

auditor
• Schedule A insurance information
• Schedule C responses must be provided to auditor
• Direct Filing Entity Schedules for Schedule D must be provided to 

auditor
• Participant counts must be provided to the auditor

Form 5500
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• Plan management must now acknowledge via 
engagement letter certain responsibilities

• Plan management must be maintaining a current 
plan instrument, administer the plan and provide 
auditor with draft Form 5500 prior to the dating 
of the auditor’s report

How Do Changes Affect Plan Management?
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• Employer Payroll Audits
• Cycle of audits should be reviewed with

Trustees annually
• Some Payroll audits should cover the year

under audit
• Evaluate whether an adequate number of participating 

employers are tested each year
• Auditor should be reviewing the payroll audit workpapers 

if they are not the payroll auditor and reperforming work

New Employee Benefit Audit Guide issued 
With New Guidance: Chapter 9, August 2021
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Key Takeaways Session 
Evaluation—
Scan this 
QR code.

Session 
eval QR 

code here

• Adoption of SAS 136 requires advanced 
planning and coordination among the plan 
sponsor, auditor and Form 5500 preparer 
throughout the audit process

• Communicate with your auditor early and 
often

• Be aware of new language in engagement 
and representation letters signed by 
Trustees and Plan Management
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