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          Agenda Item 4B 

Possible SAS for Reporting on Internal Control and Compliance in an 
Employee Benefit Plan Audit 

AU-C Section XXX  

                                                           
1Paragraph .03 of  AU-C 250. 

  

REQUIREMENTS  APPLICATION AND OTHER EXPLANATORY 
MATERIAL 

REPORTING ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND COMPLIANCE WITH 
CERTAIN PROVISIONS OF DOL RULES AND 
REGULATIONS FOR REPORTING AND 
DISCLOSURE UNDER ERISA 

REPORTING ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND COMPLIANCE WITH 
CERTAIN PROVISIONS OF DOL RULES AND 
REGULATIONS FOR REPORTING AND 
DISCLOSURE UNDER ERISA 

.01 When providing an opinion on employee 
benefit plan financial statements, the auditor should 
also report on internal control over financial reporting 
and on compliance with certain provisions of the 
Department of Labor (DOL) rules and regulations for 
reporting and disclosure under the Employee 
Retirement Income Security Act of 1974 (ERISA). The 
auditor should report on internal control and 
compliance, regardless of whether or not the auditor 
identifies control deficiencies or instances of 
noncompliance.   

.A1 It is the responsibility of management, with the 
oversight of those charged with governance, to ensure 
that the plan’s operations are conducted in accordance 
with the provisions of laws and regulations, including 
compliance with the provisions of laws and regulations 
that determine the reported amounts and disclosures 
in a plan’s financial statements.1 

.A2 The requirements in this section related to 
reporting on compliance are designed to assist the 
auditor in identifying instances of noncompliance with 
certain provisions of the DOL rules and regulations for 
reporting and disclosure under ERISA as part of the 
audit of the financial statements. The auditor is not 
responsible for preventing noncompliance with such 
provisions and cannot be expected to detect 
noncompliance with all laws and regulations.  

.02 The report on internal control over financial 
reporting and compliance with certain provisions of 
DOL rules and regulations for reporting and disclosure 
under ERISA should be in writing and should be 
provided either in a separate report (see paragraph 
.16) or in one or more paragraphs included in the 
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auditor’s report on the financial statements (see 
paragraph .17). 

Reporting on Compliance with Certain Provisions 
of DOL Rules and Regulations for Reporting and 
Disclosure Under ERISA 

Reporting on Compliance with Certain Provisions 
of DOL Rules and Regulations for Reporting and 
Disclosure Under ERISA 

Procedures to Report on Compliance with Certain 
Provisions of DOL Rules and Regulations for 
Reporting and Disclosure Under ERISA 

 

.03 In order to report on compliance with certain 
provisions of DOL rules and regulations for reporting 
and disclosure under ERISA the auditor should 
perform the following procedures, if they have not 
already been performed as part of the financial 
statement audit. 

 

 

a. For defined contribution plans, determining 
whether the aggregate of the participants’ 
accounts agree to the amount of net assets 
available for benefits 

 

b. For defined contribution plans, determining 
whether forfeitures were used in 
accordance with the plan document. 

  

 

c. For defined contribution plans, determining 
whether net earnings have been properly 
allocated to participants and beneficiaries 
(active and inactive or terminated) 

 

d. Testing whether identified prohibited 
transactions have been appropriately 
disclosed in the supplemental schedules 

 

e. Testing whether the plan has complied with 
vesting provisions in accordance with the 
plan document 

 

f. Testing whether the plan has complied with 
eligibility provisions in accordance with the 
plan document 

 

g. Testing whether benefit payments or claim 
payments have been made in accordance 
with the plan document  

 

h. Testing whether contributions have been 
made in accordance with the plan 
document, including that the use of 
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compensation upon which contributions are 
based is consistent with the definition of 
compensation in the plan document.  

i. For multiemployer plans, testing that the 
plan has allocated expenses in accordance 
with the feasibility study or as appropriate 
between the plans and the union 

 

j. Inquiring of management whether the plan 
has performed and passed, corrected, or 
intends to correct failures of relevant IRC 
compliance tests within the time provided 
by the regulations.   

.A3 To determine that a plan is operating within the 
specific guidelines established by the plan document 
in accordance with the IRC, certain nondiscrimination 
and other compliance tests are performed annually by 
plan management. Exhibit A— Nondiscrimination and 
Other Operating Tests for Plan Qualification includes a 
list of IRC requirements with which a plan is required 
to comply in order to maintain its tax exempt status. 
This list contains the compliance tests contemplated 
by paragraph 3(j) when reporting on compliance in this 
SAS. This list is not all inclusive, however, the auditor 
would not be required to report on compliance with 
other IRC compliance tests other than those listed in 
exhibit A.   

 

k. For multiemployer plans, testing, as part of 
contribution testing, whether there are 
receivables from certain employers 

 

l. Obtain written representations from 
management 

 

1. that plan management has 
communicated to the auditor 
whether the plan has performed 
and passed or corrected failures of 
relevant  IRC compliance tests.   

2. that when the report on compliance 
is not presented with the audited 
financial statements, management 
will make the audited financial 
statements readily available to the 
intended users of the report on 
compliance no later than the date of 
issuance by the entity of the report 
on compliance and the auditor’s 
report thereon.  
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Communication to Management and Those Charged 
with Governance of Instances of Noncompliance With 
Certain Provisions of the DOL Rules and Regulations 
for Reporting and Disclosure Under ERISA 

Communication to Management and Those Charged 
with Governance of Instances of Noncompliance With 
Certain Provisions of the DOL Rules and Regulations 
for Reporting and Disclosure Under ERISA 

.04 The auditor should communicate in writing to 
those charged with governance on a timely basis  
instances of noncompliance with certain provisions of 
the DOL rules and regulations for reporting and 
disclosure under ERISA that have been identified by 
the auditor as a result of the procedures performed in 
accordance with paragraph .03.  

 

.05 The auditor also should communicate to 
management at an appropriate level of responsibility, 
on a timely basis, in writing, identified instances of 
noncompliance that the auditor has communicated or 
intends to communicate to those charged with 
governance, unless it would be inappropriate to 
communicate directly to management in the 
circumstances. 

 

.06 The communications referred to in paragraphs 

.04-.05 should be made timely, but no later than 60 
days after the report release date.  

 

.07 The auditor should include in the auditor’s 
written communication to those charged with 
governance  a description of identified instances of 
noncompliance with certain provisions of the DOL 
rules and regulations for reporting and disclosure 
under ERISA  

.A4 Exhibit B—Illustrative Auditor’s Written 
Communication includes an illustrative communication 
indicating that there were instances of noncompliance 
with certain provisions of the DOL rules and 
regulations for reporting and disclosure under ERISA 
that were reported to those charged with governance.  

 

a. A description of the instances of 
noncompliance that have been identified as 
a result of the procedures performed in 
paragraph .03 and an explanation of their 
potential effects  

 

b. Sufficient information to enable those 
charged with governance and management 
to understand the context of the 
communication. In particular, the auditor 
should include in the communication the 
following elements that explain that 

  

1. In planning and performing the audit of 
the financial statements, the auditor 
performed tests of compliance with 
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certain provisions of the DOL rules and 
regulations for reporting and disclosure 
under ERISA as part of obtaining 
reasonable assurance about whether 
the financial statements are free from 
material misstatement. Providing an 
opinion on such compliance with those 
provisions was not the objective of the 
audit.  

2. The auditor is not expressing an 
opinion on compliance with those 
provisions 

 

3. Management is responsible to ensure 
that the Plan’s operations are 
conducted in accordance with the 
provisions of applicable laws and 
regulations, including compliance with 
the provisions of laws and regulations 
that determine the reported amounts 
and disclosures in the Plan’s financial 
statements. The auditor is not 
responsible for preventing 
noncompliance with such provisions 
and cannot be expected to detect 
noncompliance with all laws and 
regulations. 

 

4. The auditor’s consideration of 
compliance with certain provisions of 
the DOL rules and regulations for 
reporting and disclosure under ERISA 
was not designed to identify all 
instances of noncompliance with such 
provisions and therefore instances of 
noncompliance with such provisions 
may exist that were not identified.  

 

 .A5 Management may wish to prepare a written 
response to the auditor’s communication regarding 
such items of noncompliance identified during the 
audit. Such management communications may include 
a description of corrective actions taken by the plan, its 
plans to correct the instances of noncompliance, or a 
statement indicating that management believes the 
cost of correcting the instances of noncompliance 
would exceed the benefits to be derived from doing so. 
If such a written response is included in a document 
containing the auditor’s written communication to 
management and those charged with governance 
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concerning the instances of noncompliance with 
certain provisions of the DOL Rules and Regulations 
for Reporting and Disclosure under ERISA, the auditor 
may add a paragraph to the written communication 
disclaiming an opinion on such information. The 
following is an example of such a paragraph: 

ABC 401(k) plan’s written response to the instances of 
noncompliance with certain provisions of the DOL rules and 
regulations for reporting and disclosure under ERISA 
identified in our audit was not subjected to the auditing 
procedures applied in the audit of the financial statements 
and, accordingly, we express no opinion on it.  

c. An appropriate alert, in accordance with 
section 905, Alert That Restricts the Use of 
the Auditor’s Written Communication  

 

.08 When the auditor issues a written 
communication stating that no instances of 
noncompliance with certain provisions of the DOL 
rules and regulations for reporting and disclosure 
under ERISA were identified during the audit, the 
communication should include the matters in 
paragraph .07b and .07c. 

 

Reporting on Internal Control Over Financial 
Reporting and Compliance with Certain 
Provisions of DOL Rules and Regulations for 
Reporting and Disclosure in a Separate Report or 
in the Auditor’s Report on the Financial 
Statements 

 

Reporting on Internal Control Over Financial 
Reporting in a Separate Report or in the Auditor’s 
Report 

Reporting on Internal Control Over Financial 
Reporting 

.09 When reporting on internal control over 
financial reporting the auditor should communicate, 
based on the work performed as part of the audit of the 
financial statements, whether the auditor identified 
deficiencies in internal control that were considered to 
be significant deficiencies or material weaknesses that 
were communicated  to management and those 
charged with governance. The GAAS requirement to 
communicate in writing significant deficiencies and 
material weaknesses in accordance with AU-C section 
265 Communicating Internal Control Related Matters 
Identified in an Audit,  forms the basis for reporting 
whether significant deficiencies and material 
weaknesses were communicated in the report in this 
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section, when deficiencies are identified during the 
audit.   

.10  When reporting on internal control over 
financial reporting the auditor is permitted, but not 
required, to include in the report, a description of the 
significant deficiencies and material weaknesses in 
internal control that were identified based on the work 
performed as part of the audit of the financial 
statements. 

.11 When the auditor chooses to include the 
significant deficiencies and material weaknesses in 
internal control that were identified based on the work 
performed as part of the audit of the financial 
statements, as permitted by paragraph .10, 
management may wish to prepare a written response 
to the auditor’s report regarding significant deficiencies 
or material weaknesses identified during the audit. 
When the auditor receives written comments from 
management, the auditor should include 
management’s written comments in the report on 
internal control. In such situations the auditor should 
add a paragraph to the report disclaiming an opinion 
on such information. 

 

 

 

 

 

.A6 Such management communications may 
include a description of corrective actions taken by the 
plan, its plans to implement new controls, or a 
statement indicating that management believes the 
cost of correcting a significant deficiency or material 
weakness would exceed the benefits to be derived 
from doing so. 

Reporting on Compliance in a Separate Report or in 
the Auditor’s Report 

Reporting on Compliance in a Separate Report or in 
the Auditor’s Report 

.12 When reporting on compliance with certain 
provisions of the DOL Rules and Regulations for 
reporting and disclosure under ERISA the auditor 
should communicate, based on the work performed as 
part of the audit of the financial statements and the 
procedures performed in paragraph .03, whether the 
auditor identified instances of noncompliance with 
such provisions that were communicated to those 
charged with governance as required by paragraph 
.04.  

 

.13 The requirements in paragraphs .04-.08 to 
communicate in writing to those charged with 
governance instances of noncompliance with certain 
provisions of the DOL Rules and Regulations for 
reporting and disclosure under ERISA, forms the basis 
for reporting whether instances of noncompliance with 
such provisions are communicated in the report in this 
section, when instances of noncompliance with such 
provisions are identified during the audit. 

 

.14 When reporting on compliance with certain 
provisions of the DOL Rules and Regulations for 

.A7 After identifying instances of noncompliance 
with certain provisions of DOL rules and regulations for 
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reporting and disclosure under ERISA the auditor is 
permitted, but not required, to include in the report, a 
description of certain instances of noncompliance with 
such provisions based on the work performed as part 
of the audit of the financial statements.  

.15 When the auditor chooses to include instances 
of noncompliance that were identified based on the 
work performed as part of the audit of the financial 
statements, as permitted by paragraph .14, 
management may wish to prepare a written response 
to the auditor’s report regarding the instances of 
noncompliance with certain provisions of the DOL 
rules and regulations for reporting and disclosure 
under ERISA that were identified during the audit. 
When the auditor receives written comments from 
management, the auditor should include 
management’s written comments in the report on 
compliance. In such situations the auditor should add 
a paragraph to the report disclaiming an opinion on 
such information. 

reporting and disclosure under ERISA, the auditor may 
decide to communicate in the report on compliance 
certain instances of noncompliance. When making the 
determination which items to include in the report the 
auditor may want to consider management’s plans to 
correct the noncompliance and include in the report 
those items that the auditor considers significant in the 
circumstances or those items that are not likely to be 
corrected in a reasonable period of time. When making 
this assessment the auditor may want to perform the 
following procedures: 

a. obtain information about management’s plans 
that are intended to correct the noncompliance 

b. Assess whether it is likely that the 
noncompliance would be corrected by 
management’s plans within a reasonable 
period of time 

c. Perform procedures to obtain audit evidence 
about management’s plans to correct the 
noncompliance 

d. Assess whether it is likely that such corrections 
can be effectively implemented within a 
reasonable period of time 

.A8 Such management communications may 
include a description of corrective actions taken by the 
plan, its plans to correct the instances of 
noncompliance, or a statement indicating that 
management believes the cost of correcting the 
instances of noncompliance would exceed the benefits 
to be derived from doing so. 

Separate Report on Internal Control Over Financial 
Reporting and Compliance with Certain Provisions 
of DOL Rules and Regulations for Reporting and 
Disclosure Under ERISA Based on an Audit of EBP 
Financial Statements Performed in Accordance 
with GAAS 

Separate Report on Internal Control Over Financial 
Reporting and Compliance with Certain Provisions 
of DOL Rules and Regulations for Reporting and 
Disclosure Under ERISA Based on an Audit of EBP 
Financial Statements Performed in Accordance 
with GAAS 

.16 When the auditor reports on internal control 
over financial reporting and compliance with certain 
provisions of DOL rules and regulations for reporting 
and disclosure under ERISA in a separate report, the 
report should include the following: 

.A9 Exhibit C— Illustrative Separate Report on 
Internal Control Over Financial Reporting and on 
Compliance with Certain Provisions of DOL Rules and 
Regulations for Reporting and Disclosure Based on an 
Audit of EBP Financial Statements Performed in 
Accordance with GAAS includes an illustrative report 
on internal control over financial reporting and 
compliance with certain provisions of DOL rules and 
regulations for reporting and disclosure in an EBP 
audit. 
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a. A title that includes the word independent 
to clearly indicate that it is the report of an 
independent auditor. 

 

b. An appropriate addressee.  

c. A paragraph that states that the financial 
statements were audited in accordance 
with generally accepted auditing standards 
and an identification of the United States of 
America as the country of origin of those 
standards (for example, auditing standards 
generally accepted in the United States of 
America or U.S. generally accepted 
auditing standards) and the date of the 
auditor’s report on those financial 
statements.  

 

d. The report should include a section with the 
heading “Internal Control Over Financial 
Reporting.” This section of the report 
should describe: 

 

1. the scope of the auditor’s testing of 
internal control over financial reporting, 
including that the purpose of the audit was 
for the auditor to express an opinion on 
the financial statements 

2. the audit included consideration of 
internal control over financial reporting 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 internal control 

3. the auditor is not expressing an opinion 
on the effectiveness of internal control 

4. the definition of the terms material 
weakness and significant deficiency 

5. GAAS requires the auditor to 
communicate to those charged with 
governance significant deficiencies and 
material weaknesses identified during the 
audit. 

6. the auditor’s consideration of internal 
control was not designed to identify all 
deficiencies in internal control that might 
be significant deficiencies or material 
weaknesses and that significant 
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deficiencies or material weaknesses may 
exist that have not been identified  

7. When significant deficiencies or 
material weaknesses have been 
identified and communicated to those 
charged with governance in accordance 
with AU-C 265, a statement that the 
auditor identified  deficiencies in internal 
control that were considered significant 
deficiencies or material weaknesses that 
were communicated to those charged 
with governance. 

8. When no material weaknesses have 
been identified as part of the audit, a 
statement that given the limitations 
expressed previously, the auditor did not 
identify any material weaknesses to be 
communicated to those charged with 
governance. 

9. The auditor should not issue a written 
communication stating that no significant 
deficiencies were identified during the 
audit.  

[Expand section to include how to include the optional 
description of significant deficiencies or material 
weaknesses] 

e. The report should include a section with the 
heading “Compliance with Certain 
Provisions of DOL Rules and Regulations 
for Reporting and Disclosure Under 
ERISA.” This section of the report should 
describe: 

 

1. the scope of the auditor’s testing of 
compliance with certain provisions of 
DOL rules and regulations for reporting 
and disclosure under ERISA, including 
that the purpose of the audit was for the 
auditor to express an opinion on the 
financial statements 

2. the auditor performed tests of the plan’s 
compliance with certain provisions of 
DOL rules and regulations for reporting 
and disclosure under ERISA  as required 
by GAAS, but not for the purpose of 
expressing an opinion on such 
compliance. 

3. the auditor is not expressing an opinion 
on the compliance with such provisions.  
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4. GAAS requires the auditor to 
communicate to those charged with 
governance instances of noncompliance 
with certain provisions of DOL rules and 
regulations for reporting and disclosure 
under ERISA that have been identified as 
part of the audit of the financial 
statements. 

f. When no instances of noncompliance with 
certain provisions of DOL rules and 
regulations for reporting and disclosure 
under ERISA have been identified, a 
statement that given the limitations listed 
previously, no instances of noncompliance 
with such provisions were identified to be 
reported to those charged with governance.  

 

g. When instances of noncompliance with 
certain provisions of DOL rules and 
regulations for reporting and disclosure 
under ERISA have been identified and 
communicated to those charged with 
governance as required by paragraph .04, 
a statement that the auditor did identify 
certain instances of noncompliance with 
DOL rules and regulations for reporting an 
disclosure under ERISA that were 
communicated to those charged with 
governance.  

 

 

h. A paragraph that includes an appropriate 
alert in accordance with AU-C 905, Alert 
That Restricts the Use of the Auditor’s 
Written Communication.  

 

Report on Internal Control Over Financial 
Reporting and Compliance with Certain Provisions 
of DOL Rules and Regulations Based on an Audit 
of EBP Financial Statements Performed in 
Accordance with GAAS Included in the Auditor’s 
Report  

 

.17 When a report on internal control over financial 
reporting and compliance with certain provisions of 
DOL rules and regulations is included in the auditor’s 
report on the financial statements, the auditor’s report 
should include the following in other reporting 
responsibilities …. 

 

a. [TBD – would probably be the  same report]   
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EXHIBIT A—NONDISCRIMINATION AND OTHER OPERATING TESTS FOR PLAN 
QUALIFICATION  

 

This list contains the compliance tests contemplated by paragraph 3(j) when reporting on compliance 
in this SAS.   

Type of Test Applicable IRC reference 

1. Minimum coverage test IRC section 410(b) 

(retirement plans only) 

2. Nondiscrimination test IRC Section 401(a)(4) or 505 

(retirement plans, and if funded through VEBA, 
welfare plans) (Collectively bargained (CB) plans are 
deemed to automatically satisfy this test.) 

3. Average deferral and contribution percentage 
limits 

IRC Section 401(k) and (m) 

(defined contribution plan only; however 403(b) 
plans with employer contributions are only subject to 
the contribution percentage test) 

4. Top heavy test IRC Section 416 

(qualified retirement plans only; not 403(b) plans; 
plans with no key employees, and CB plans are 
deemed to automatically satisfy this test) 

5. Benefit and contribution limits IRC Section 415(b)  

(retirement plans only) 

6. Employee deferral contribution limitations IRC Section 402(g)- defined contribution plans only) 

7. Minimum funding obligations IRC Sections 412 or 430 

(defined benefit plans and money purchase pension 
plans) 

8. Diversification rules for ESOPs IRC Section 401(a)(28) 

9. Unrelated business income tax IRC Sections 419A and 511  

(retirement and health and welfare plans – if plans 
are invested in other than typical passive 
investments, such as hedge funds, partnerships, or 
real estate) 
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EXHIBIT B—ILLUSTRATIVE AUDITOR’S WRITTEN COMMUNICATION 

The following is an illustrative auditor’s written communication encompassing the requirements in 
paragraph.07. 

To Management and [identify the body or individuals charged with governance, such as the entity’s 

Board of Directors] of ABC 401(k) Plan 

In planning and performing our audit of the financial statements of ABC 401(k) Plan (the "Plan") as of 

and for the year ended December 31, 20XX, in accordance with auditing standards generally accepted 

in the United States of America, we performed tests of the Plan’s compliance with certain provisions of 

the Department of Labor Rules and Regulations for Reporting and Disclosure under ERISA as part of 

obtaining reasonable assurance about whether the Plan’s financial statements are free from material 

misstatement. However, providing an opinion on compliance with those provisions is not an objective of 

our audit, and accordingly, we do not express such an opinion. 

Management is responsible to ensure that the Plan’s operations are conducted in accordance with the 

provisions of applicable laws and regulations, including compliance with the provisions of laws and 

regulations that determine the reported amounts and disclosures in the Plan’s financial statements. The 

auditor is not responsible for preventing noncompliance with such provisions and cannot be expected to 

detect noncompliance with all laws and regulations. 

Our consideration of compliance with certain provisions of the Department of Labor Rules and 

Regulations for Reporting and Disclosure under ERISA was for the limited purpose described in the first 

paragraph and was not designed to identify all instances of noncompliance with those provisions and 

therefore, instances of noncompliance with those provisions may exist that were not identified. However, 

as discussed below, we identified certain instances of noncompliance. [or – “Given these limitations, 

during our audit we did not identify instances of noncompliance with certain provisions of the Department 

of Labor Rules and Regulations for Reporting and Disclosure under ERISA”] 

The following instances of noncompliance with certain provisions of the Department of Labor Rules and 

Regulations for Reporting and Disclosure under ERISA were identified: 

[Describe the instances of noncompliance that were identified and an explanation of their potential 

effects] 

This communication is intended solely for the information and use of management, [identify the body or 

individuals charged with governance], others within the organization, and [identify any governmental 

authorities to which the auditor is required to report] and is not intended to be, and should not be, used 

by anyone other than these specified parties.  

[Auditor’s signature] 

[Auditor’s city and state] 

[Date] 
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EXHIBIT C—ILLUSTRATIVE SEPARATE REPORT ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING AND ON COMPLIANCE WITH CERTAIN PROVISIONS OF DOL RULES AND REGULATIONS 
FOR REPORTING AND DISCLOSURE UNDER ERISA BASED ON AN AUDIT OF EBP FINANCIAL 
STATEMENTS PERFORMED IN ACCORDANCE WITH GAAS  

 
Circumstances include the following: 
 

 This type of reporting would apply for both limited scope and full scope audits 

 The auditor’s report on the financial statements would include the following:  

o OM paragraph on supplemental schedules (IRT) and form and content opinion 

o Other Reporting Requirement – the following paragraph is added to the auditor’s report on the 

financial statements: 

In accordance with GAAS, we have also issued our report dated [date of report] on our 

consideration of ABC 401(K) Plan’s internal control over financial reporting and on our tests 

of its compliance with certain provisions of the Department of Labor  rules and regulations 

for reporting and disclosure under the Employee Retirement Income Security Act of 1974. 

The purpose of that report is to describe the scope of our testing of internal control over 

financial reporting and compliance and the results of that testing, and not to provide an 

opinion on internal control over financial reporting or on compliance. That report is an integral 

part of an employee benefit plan audit performed in accordance with generally accepted 

auditing standards in considering ABC 401(K) Plan’s internal control over financial reporting 

and compliance with certain provisions of the Department of Labor rules and regulations for 

reporting and disclosure under the Employee Retirement Income Security Act of 1974.  

Separate Report on Internal Control Over Financial Reporting and on Compliance with Certain 

Provisions of DOL Rules and Regulations for Reporting and Disclosure Based on an Audit of EBP 

Financial Statements Performed in Accordance with GAAS 

Independent Auditor’s Report 
 

[Appropriate Addressee] 
 

We have audited, in accordance with auditing standards generally accepted in the United States of America, 

the financial statements of ABC 401(k) Plan, which 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, and have issued our 

report thereon dated October 15, 20X3. 

Internal Control Over Financial Reporting  

In planning and performing our audit of the financial statements, we considered ABC 401(k) Plan’s internal 

control over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
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circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 

expressing an opinion on the effectiveness of ABC 401(k) Plan’s internal control over financial reporting. 

Accordingly, we do not express an opinion on the effectiveness of ABC 401(k) Plan’s internal control over 

financial reporting. 

A deficiency in internal control exists when the design or operation of a control does not allow management or 

employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 

misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in 

internal control, such that there is a reasonable possibility that a material misstatement of the entity’s financial 

statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a 

deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet 

important enough to merit attention by those charged with governance.  

Generally accepted auditing standards requires us to communicate to those charged with governance significant 

deficiencies and material weaknesses identified during the audit.  

Our consideration of internal control over financial reporting was for the limited purpose described in the first 

paragraph of this section and was not designed to identify all deficiencies in internal control over financial 

reporting that might be significant deficiencies or material weaknesses.  

 [Possible ways to report] 
 

1. [No material weaknesses have been identified] 

Given these limitations, during our audit we did not identify any deficiencies in internal control that we 
consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified.  

 
2. [Significant deficiencies were identified; no material weaknesses identified] 

 
Given these limitations, we did not identify any material weaknesses, however during our audit we did 
identify certain deficiencies in internal control that we consider to be significant deficiencies that we 
communicated to those charged with governance. 
 

3. [Material weaknesses were identified, no significant deficiencies identified] 
 
Given these limitations, during our audit we identified certain deficiencies in internal control that we 
consider to be material weaknesses that we communicated to those charged with governance. 
 

4. [Both significant deficiencies and material weaknesses were identified] 
 
Given these limitations, during our audit we identified certain deficiencies in internal control that we 
consider to be significant deficiencies or material weaknesses that we communicated to those charged 
with governance. 
 

5. [Optional reporting: When significant deficiencies or material weaknesses are communicated to those 
charged with governance and the auditor decides to include those items in the report on internal control.] 
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Given these limitations, during our audit we identified the following deficiencies in internal control that 
we consider to be significant deficiencies or material weaknesses that we communicated to those 
charged with governance 
 

[Describe deficiencies]  

 

Compliance With Certain Provisions of DOL Rules and Regulations for Reporting and Disclosure 

As part of obtaining reasonable assurance about whether ABC 401(k) Plan’s financial statements are free from 

material misstatement, we performed tests of its compliance with certain provisions of DOL Rules and 

Regulations for Reporting and Disclosure under ERISA as set forth in AU-C section XXX. However, providing 

an opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do not 

express such an opinion.  

Generally accepted auditing standards requires us to communicate with management and those charged with 

governance instances of noncompliance with certain provisions of DOL rules and regulations for reporting and 

disclosure under ERISA that have been identified during the audit of the financial statements.  

[Possible ways to report] 

1. [No instances of noncompliance were identified] 

Given the limitations in the first paragraph, during our audit we did not identify instances of 
noncompliance with certain provisions of the Department of Labor Rules and Regulations for Reporting 
and Disclosure under the Employee Retirement Income Security Act of 1974.  However, instances of 
noncompliance may exist that have not been identified. 

2. [Instances of noncompliance have been identified] 

Given the limitations in the first paragraph, during our audit we identified certain instances of 
noncompliance with certain provisions of the Department of Labor rules and regulations for reporting 
and disclosure under the Employee Retirement Income Security Act of 1974 that we communicated to 
those charged with governance. 

3. [Optional Reporting: when instances of noncompliance have been identified and the auditor decides to 
include some of those items of noncompliance in the report] 

 
Given the limitations in the first paragraph, during our audit we identified certain instances of 
noncompliance with certain provisions of the Department of Labor rules and regulations for reporting 
and disclosure under the Employee Retirement Income Security Act of 1974 that we communicated to 
those charged with governance. The following are certain instances of noncompliance with certain 
provisions of Department of Labor rules and regulations for reporting and disclosure under the Employee 
Retirement Income Security Act of 1974 that, in the auditor’s professional judgment, were of importance 
to include in the auditor’s report. 

[Describe identified items of Noncompliance] 
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Purpose of this Report  

The purpose of this report is solely to describe the scope of our testing of internal control over financial reporting 

and compliance with certain provisions of the Department of Labor Rules and Regulations for Reporting and 

Disclosure under the Employee Retirement Income Security Act of 1974, and not to provide an opinion on the 

effectiveness of the entity’s internal control or on compliance. This report is an integral part of an employee 

benefit plan audit performed in accordance with generally accepted auditing standards in considering the plan’s 

internal control and compliance. Accordingly, this communication is not suitable for any other purpose. 

[Auditor’s signature 

[Auditor’s city and state] 

[Date of the auditor’s report] 


