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The call began at 9:00am. 

 
 

1. Auditor Reports on ERISA Plan Financial Statements  

 

The objective of the agenda item was to approve for exposure a draft of proposed AU-C section 

703, Forming an Opinion and Reporting on Financial Statements of Employee Benefit Plans 

Subject to ERISA and related proposed amendments. Mr. Santay noted that this call was in lieu of 

the ASB seeing a revised draft and voting on it at the last day of an ASB meeting, and 

accordingly the discussion would focus on proposed revisions in response to comments received 

from ASB members on the revised draft. Ms. Delahanty led the discussion. 

 

The ASB discussed the following matters which did not result in changes to the proposed 

standard: 

 Paragraph A16 – The ASB discussed including application material to clarify that the 

auditor is not expected to perform procedures to test every provision within the plan 

instrument.  Certain members of the board believed the proposed application material 

furthers the confusion and preferred to solicit feedback as part of the wrap document to 

better determine the extent of additional guidance that is needed to help apply the 

requirements relating to the procedures in paragraphs .15 and .16 of the proposed SAS.   

 

 Report on Specific Plan Provisions Relating to the Financial Statements – The suggestion 

was made to change the first sentence as follows (see bold italics):  

“As part of obtaining reasonable assurance about whether ABC 401(k) Plan’s financial 

statements are free from material misstatement, we are required to perform certain 

procedures to test whether the administration of the plan and plan transactions are in 

accordance with specific plan provisions. 

The ASB does not believe that all the procedures relate to administration of the plan and 

did not support this change.  The ASB directed the task force not to change the proposed 

wording of the report and to see what comments are received upon exposure.  

 

 Illustration 7 – Questions raised about illustration 7 including whether the auditor can 

accept an engagement that would result in the disclaimer of opinion as illustrated; 

whether the auditor should report findings when issuing a disclaimer of opinion; whether 

the basis for disclaimer opinion paragraph is too long and could not include the ERISA-

permitted scope limitation information. The ASB discussed the need for more application 

guidance for the limited scope audit and the interaction with AU-C section 705. The ASB 

decided to expose illustration 7 as is to get feedback as part of the exposure process, with 

specific questions for respondents on the situation described in illustration 7.  

The ASB directed that the following changes be made to the proposed standard: 



 

 Par. A13, change “…with plan provisions. While some of these provisions do not relate 

to accounts …, they do affect transactions and balances of the plan and the benefits to 

which participants are entitled to receive” to “are in accordance with the plan instrument. 

While some of the provisions of the plan instrument may not relate directly to accounts 

that are presented as financial statement account balances, they could affect matters such 

as disclosures, the tax qualified status of the plan, or the benefits that will be paid to 

participants when they become eligible for a distribution.” 

 Par. 15b, change “are complete and accurate and are in accordance” to “are determined in 

accordance” 

 Par. A19, change “often” to “typically” 

 Par. 15i, changed “are in accordance with the plan instrument and have been recorded in 

the proper participants’ and beneficiaries’ accounts (active and inactive or terminated)” to 

“was recorded in the proper participants’ and beneficiaries’ accounts (active and inactive 

or terminated) in accordance with the provisions of the plan instrument” 

 Par. 16b, changed “administered in accordance with the plan instrument” to “been  

recorded in the proper participants’ and beneficiaries’ accounts in accordance with the 

provisions of the plan instrument” 

 Par. A39, deleted “failure to remit participant contributions in a timely manner results in 

a prohibited transaction that is required to be reported separately to the DOL”  

  Moved par. A96 into requirements section as new par. 67 

 Par. A144, changed “the plan did not contain that matter” to “that matter would not be 

relevant for that plan” 

 Additional editorial changes. 

  

 

The ASB voted unanimously to ballot the proposed standard for exposure with a 120-day 

comment period. 

 

The call adjourned at 11:30am. 


