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In July 2019 the Accounting Standards Board (ASB) issued 
SAS 136 (AU-C Sec. 703) that changes reporting and performance 
requirements for audits of  ERISA plan financial statements. The 
standard is effective for periods ending on or after Dec. 15, 2020; early 
adoption is not permitted.

Most notably, SAS 136 changes the form and content of  the 
auditor’s report when management elects to exclude from the audit 
certain investment information held and certified by a qualified 
institution, as permitted by ERISA. This new report format will apply 
to engagements that were known as “limited-scope” audits, now called 
“ERISA Sec. 103(a)(3)(C)” audits. Electing this option will no longer be 
considered a scope limitation.

This article focuses on those requirements unique to audits of  
ERISA plan financial statements. As we will discuss, these requirements 
go beyond reporting, but we will start with those.

Auditor’s Report 
While ERISA plan financial statements are explicitly excluded from the 
provisions of  SAS 134 (AU-C Sec. 700A) that cover the new general 
audit reporting requirements, many requirements in AU-C Sec. 703 
parallel those in AU-C Sec. 700A.

Beyond those, the requirements indicate that the “Management 
Responsibilities” section of  the report should describe management’s 
responsibility for:

a.  Maintaining a current plan instrument, including all plan 
amendments;

b.  Administering the plan, and determining that its transactions 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; and

c.  For an ERISA Sec. 103(a)(3)(C) audit, the election of  the ERISA 
Sec. 103(a)(3)(C) audit and that the election does not affect 
management’s responsibility for the financial statements. 
In addition, for an ERISA Sec. 103(a)(3)(C) audit, the 

requirements add an additional section at the beginning of  the report 
labeled “Scope and Nature of  the ERISA Section 103(a)(3)(C) Audit.” 
Implementation guidance suggests that auditors may issue two reports 
in the year of  adoption, one for the current year ERISA Sec. 103(a)(3)
(C) audit, and a disclaimer of  opinion for the prior year. Examples of  
such reports are provided.

Reporting on Supplemental Schedules
SAS 136 also changes the reporting on ERISA-required supplemental 
schedules by modifying the reporting elements of  AU-C Sec. 725 and 
addressing situations when the auditor’s report is qualified or contains 
an adverse or disclaimer of  opinion and when the auditor discovers 
errors, omissions or inconsistencies in the supplemental schedules.
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The requirements also provide that the auditor should perform the 
following procedures using the same materiality level used in the audit 
of  the financial statements (note: ERISA requires that all prohibited 
transactions with parties in interest be disclosed in the supplemental 
schedules without regard to materiality):
a.  Determine whether the form and content of  the supplemental 

schedules is presented in conformity with the DOL’s Rules and 
Regulations for Reporting and Disclosure under ERISA;

b.  Compare and reconcile the information included in the 
supplemental schedules to the underlying accounting and other 
records used in preparing the financial statements or to the financial 
statements themselves; and

c.  Obtain written representations from management that it 
acknowledges its responsibility for the presentation of  the 
supplemental schedules and believes the supplemental schedules, 
including their form and content, are presented in conformity with 
the DOL’s Rules and Regulations for Reporting and Disclosure 
under ERISA.

Engagement Acceptance
SAS 136 addresses other areas of  the audit besides reporting. The first 
of  those is engagement acceptance. The requirements in this area are:
a. In addition to the preconditions for an audit in AU-C Sec. 210, 

the auditor should obtain the agreement of  management that it 
acknowledges and understands its responsibility for: 
i. Maintaining a current plan instrument, including all  

plan amendments;
ii. Administering the plan and determining that the plan’s 

transactions are in conformity with the plan’s provisions; and
iii. When management elects to have an ERISA Sec. 103(a)(3)

(C) audit, determining whether it is permissible under the 
circumstances that the investment information is prepared and 
certified by a qualified institution; the certification meets the 
requirements in 29 CFR 2520.103-5; and that the information 
is appropriately measured, presented, and disclosed in 
accordance with the applicable financial reporting framework.

b. When management elects to have an ERISA Sec. 103(a)(3)(C) audit, 
the auditor should inquire of  management about how management 
determined that the entity preparing and certifying the information 
is a qualified institution, evaluate management’s assessment, read 
the certification, identify which information is certified, compare it 
with the related information presented and disclosed in the financial 
statements and required supplemental schedules, and read the 
disclosures relating to the information to assess whether they are in 
accordance with the presentation and disclosure requirements of  the 
applicable financial reporting framework

c. The auditor should obtain the agreement of  management or 
those charged with governance to provide to the auditor, prior 
to the dating of  the auditor’s report, a draft of  Form 5500 that is 
substantially complete. 

Audit Risk Assessment and Response 
SAS 136 also addresses audit risk assessment and response. Auditor 
requirements in this area include:
a. Obtain and read the most current plan instrument for the  

audit period, including effective amendments, as part of   
obtaining an understanding of  the entity sufficient to perform  
risk assessment procedures. 

b. When designing and performing audit procedures, consider 
relevant plan provisions that affect the risk of  material misstatement 
at the relevant assertion level for classes of  transactions, account 
balances and disclosures. In particular, the requirements indicate 

that the procedures should include those necessary to become 
satisfied that received and disbursed amounts reported by the 
trustee or custodian were determined in accordance with the 
plan provisions. Furthermore, the application guidance includes 
a reminder that participant data plays an important role in 
determining many of  the account balances in the financial 
statements and that procedures for testing participant data may be 
coordinated with those for plan contributions.

c. Consider whether management has performed the relevant IRC 
compliance tests—including, but not limited to, discrimination 
testing—and has corrected or intends to correct failures, as 
applicable, and evaluated whether prohibited transactions identified 
by management or as part of  the audit have been appropriately 
reported in the applicable ERISA-required supplemental schedules. 

d. When the audit work performed results in the identification of  
items that are not in accordance with the criteria specified (for 
example, not in accordance with the plan instrument), evaluate 
whether the matters are reportable findings.

Written Representations
In addition to the requirements in AU-C 580, SAS 136 requires:
a.  Management has provided the  

auditor with the most current plan 
instrument for the audit period, 
including all plan amendments.

b.  Acknowledgement of  management’s 
responsibility for administering 
the plan and determining the 
plan’s transactions presented 
and disclosed in the financial 
statements are in conformity 
with plan provisions.

c.  When management elects 
to have an ERISA Sec. 103(a)
(3)(C) audit, acknowledgement 
that management’s election 
to have the audit does not affect 
its responsibility for the financial 
statements.

Considerations Relating to Form 5500 
SAS 136 requires that the auditor make 
appropriate arrangements with management to obtain and read the 
draft Form 5500 prior to dating the auditor’s report and communicate 
to those charged with governance the auditor’s responsibility with 
respect to Form 5500, procedures performed relating to Form 5500 and 
the results of  those procedures. 

SAS 136 indicates what should be done when the auditor  
identifies material inconsistencies with the draft Form 5500 or 
misstatement of  fact either prior to or after the date of  the auditor’s 
report or release date.

Conclusion
While there is still some time before SAS 136 becomes effective, 
auditors should be having discussions with their clients about the new 
requirements and new responsibilities placed on management. While 
many of  the requirements in SAS 136 come from the existing audit 
and accounting guide, auditors should make sure their current audit 
documentation adequately addresses all requirements.
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