
Y
our client just found out that an audit 

is required for their organization’s 

retirement plan. Many questions may 

be running through their head such as Who? 

What? Where? Why? How? If your client 

or you have questions, this column will help 

answer those questions.

Who (must have an independent qualified plan 
audit of its retirement plan)?
Employee Retirement Income Security Act 

(ERISA) Section 103(a) requires that most 

plan sponsors of retirement plans file an annual 
report (Form 5500 – Annual Return/Report of 

Employee Benefit Plan) with the Department 
of Labor (DOL). The Form 5500 filing 
consists of the main Form 5500 and different 
schedules that may need to be attached.  One 
schedule that a large retirement plan must file 
is a Schedule H (Financial Information). A 

Schedule H requires that the plan’s financial 
statements be audited by an Independent 

Qualified Public Accountant (IQPA). Some 
small plans require an audit and some large 

health and welfare plans that are self-funded, 

fully-insured, or a combination thereof, do not 

require audited financial statements, but those 
topics are beyond the scope of this column.

Since large retirement plans must engage an 

IQPA, it is important to know how to determine 
whether you have a large plan. Generally, 

large plans are those plans that cover 100 

or more participants at the beginning of the 

year.  However, the 80-120 rule provides an 

exception that allows plans that cover between 

80 and 120 participants at the beginning of 

year to file a Form 5500 consistent with the 
same size plan-filing as the prior year. For 
example, if an employer had filed as a small 
plan filer in 2020 and at the beginning of 2021 
had 110 participants, then the plan can file 
as a small plan for that year, and every other 

subsequent year, until the plan covers 121 

participants. This exception is beneficial to 
small plans because of the delay of an audit of 

the plan financials for a year or more. 

Who (can audit plan financial statements)?
Hiring an IQPA to perform an audit in 
compliance with required standards is 

an important fiduciary responsibility. An 
IQPA must be certified by a state board of 
accountancy to practice public accounting 

and must be independent of the plan. There 
are many CPAs who fit this definition, but it 
is important to point out that the DOL’s EBP 
audit quality studies have shown that not all 

IQPAs are the same.

The AICPA has created tools and resources 
to assist employers with the selection of an 

IQPA.

What (must be audited)?
The Form 5500 Schedule H must include 
audited financial statements. These financial 
statements include assets, liabilities, revenues, 

and expenses of the plan. An IQPA will 
perform auditing procedures that follow 

generally accepted accounting standards 

(GAAS) to gain reasonable assurance that the 

financial statements are stated in accordance 
with generally accepted accounting principles 

(GAAP).

ERISA provides plan sponsors the opportunity 

to instruct an auditor to not perform audit 

procedures on assets that are held at a qualified 
institution (bank or similar institution or by an 
insurance carrier that is regulated, supervised, 

and subject to periodic examination by a 

state or federal agency who acts as trustee or 

custodian). ERISA Section 103(a)(3)(c) permits 

the auditor to rely on a valid certification by 
the qualified institution and only to compare 
the certified assets and earnings values to the 
amounts reported on the financial statements. 
The IQPA does perform procedures to gain 
comfort that the certification is valid and that 
the values certified are presented accurately in 
accordance with GAAP in the plan financial 
statements.

Where (is the audit filed)?
The IQPA audit report is attached to the Form 
5500 right after the Schedule H. The Form 
5500 is filed directly with the DOL. The DOL 
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has created the ERISA Filing Acceptance System II (EFAST2), 
which receives the full Form 5500 – Annual Returns/Reports. 

This information is public and displayed on the EFAST2 website. 

Why (must an audit be performed)?
ERISA requires that large plan filers engage an IQPA to audit 
the financial information of the plan. An audit by an IQPA 
provides assurance that the financial information that the plan 
reports is accurately reported to the DOL and plan participants in 
accordance with GAAP. The IQPA will review plan information, 
internal controls, processes, and activity and can identify errors, 

which may be corrected to ensure the plan maintains a qualified 
status and is operating in accordance with plan and other 

legislative provisions.

How (will the audit be performed)?
An IQPA will perform an audit of the plan’s financial statements in 
accordance with GAAS to gain assurance that the plan’s financial 
statements are presented in accordance with GAAP or another 
basis of accounting. As part of GAAS, the IQPA will perform 
risk assessment procedures and identify areas of risk within 
the financial statements. The IQPA will focus their attention on 
areas which may be more prone to error and misstatement and 

are inherently risky. Because an IQPA will not look at 100% of 
the transactions that occur in a retirement plan during the year 

(i.e., gain absolute assurance), an IQPA can only gain reasonable 
assurance that the financials are accurately stated. Based on 
the risk assessment process, the IQPA will select relevant 

transactions on a sample basis to conclude the account being 

tested does not appear to be materially misstated. As applicable, 

based on the risk assessment and the plan provisions, testing will 
be performed over contributions, benefit payments, participant 
loans, administrative expenses, and for investments not covered 

by a certification, investment and investment earning values. 

Operating a retirement plan accurately can be complex and all 
service providers should possess a high level of relevant training, 

expertise, and experience. Now that you know the Who? What? 

Where? Why? How?, I hope you can provide some insight for 

your client if questions arise.  


