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AUDITOR’S REPORTS . . . . . . . . . . . . . 11.01–.90
. Accumulated plan benefits . . . . . . . . .11.81–.83
. Addressing . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.15
. Changes in trustees . . . . . . . . . . . . . . . . . . . 11.72
. Contents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .11.17
. Dating of . . . . . . . . . . . . . . . . . . . . . . . . . 11.16–.17
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810 Employee Benefit Plans

AUDITOR’S REPORTS—continued
. Defined benefit pension plans . . . A-5 at 6.200,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.35–.36
. Defined contribution retirement

plans . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.25–.34
. Disclaimer of opinion on audit of multiemployer

plan due to scope limitation . . . . . . . . . . 11.80
. Full-scope audit considerations . . . . 11.18–.24
. Generally . . . . . . . . . . . . . . .1.22–.24, 11.01–.05
. Going concern . . . . . . . . . . . . . . . . . . . . . . . . 11.86
. Health and welfare benefit plans . . . . . . . .11.37
. Issuance before Form 5000

filing . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.07–.08
. Laws and regulations . . . . . . . . . . . . 2.124–.125
. Limited-scope audits . . . . . . . . . . . . 8.172–.173,

. . . . . . . . . . . . . . . . . Table at 11.04, 11.57–.79
. Liquidation and liquidation planning . . . . 5.110,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.125, 11.85
. Multiemployer plans . . . . . . . . . . . . . . . . . . . 11.80
. Opinion formation . . . . . . . . . .11.02, 11.07–.14
. Prior period financial statements not

audited . . . . . . . . . . . . . . . . . . . . . . . . . 11.88–.90
. Prohibited transactions . . . . . . . . . . . . 11.53–.56
. Reporting on financial statements of a

trust . . . . . . . . . . . . . . . . . . . . . . . . . . . .11.38–.39
. SEC Form 11-K filers . . . . . . . . . . 5.282, 11.03,

. . . . . . . . . . . . . . . . . Table at 11.04, 11.40–.45
. Specialist’s work . . . . . . . . . . . . . . . . . . . 2.93–.94
. Supplemental schedules . . . . . . . . . . .11.18–.24
. Terminating the plan . . . . . . . . . . . . . . 11.84–.85
. Trusts established under

plan . . . . . . . . . . . . . . . . . . . . . . . . Table at 11.04
. Understanding entity, and its environment,

including its internal control . . . . . . . . . . . .3.26
AUDITOR’S SPECIALIST
. Agreement with . . . . . . . . . . . . . . . . . . . . 2.78–.79
. Decision to use . . . . . . . . . . . . . . . . . . . . 2.66–.94
. Defined. see also specialists . . . . . . . . . . . . 2.65
. Evaluation of work adequacy . . . . . . . . 2.80–.86
. Objectivity . . . . . . . . . . . . . . . . . . . . . . . .2.69, 2.74
. Qualifications . . . . . . . . . . . . . . . . . . . . . . 2.67–.75
. Understanding work of . . . . . . . . . . . . . 2.76–.79

AUTOMATIC DEFERRAL RATES . . . . . . . . 5.238
AUTOMATIC ENROLLMENT . . . . . . . . . . . . 5.238

B

BANK OF HOURS . . . . . . . . . . . . . . . . . . . . . . 7.102
BANK TRUST DEPARTMENTS. see also

service organizations . . . . . . . . 4.15, 4.28
BEGINNING-OF-YEAR BENEFIT

INFORMATION DATE . . . . . . . . . . . . . . 11.36
BENCHMARKS FOR RISK

ASSESSMENT . . . . . . . . . . . . . . . . . . . . . . .3.09
BENEFIT DISTRIBUTIONS
. Auditing considerations . . . . . . . . . . 5.260–.261
. Corrective distributions . . . . . . . . . . .5.67, 5.69,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.263, 5.476
. Defined benefit pension plans . . . .6.04, 6.177,

. . . . . . . . . . . . . . . . . . . . . . . A-2 and A-4 at 6.200

BENEFIT DISTRIBUTIONS—continued
. Defined contribution retirement plans . . . .5.51,

. . . . . . . . . . . . . . . . . . . . . . . . . 5.72, 5.260–.263
. ESOPs . . . . . . . . . . . 5.411, 5.468–.470, 5.474,

. . . . . . . . . . 5.476, 5.652–.658, B-23 to B-24
. . . . . . . . . . . . . . . . . . . . . . . . . and B-45 at 5.801

. Participant loans . . . . . . . . . . . . . . . . . . . . . . . .5.51

. Records . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.37

BENEFIT OBLIGATIONS
. Accumulated eligibility credits . . . . 7.102–.103
. Auditing considerations . . . . . . . . . . 7.217–.228
. Changes in . . . . . . . . . . . . . . . . . . . . . . 7.125–.126
. Claims . . . . . . . . . . . . . . . . . . . . . . . . . . . . .7.91–.98
. Health and welfare benefit plans . . . . . . . . 7.28,

. . . . . . . . . . . . . . . . . . . 7.88–.124, 7.217–.228
. Postemployment benefits . . . . . . . . 7.104–.110
. Postretirement benefits . . . . . . . . . 7.111–.124,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.226–.227
. Premiums due under insurance

arrangements . . . . . . . . . . . . . . . . . . . 7.99–.101

BENEFIT PAYMENTS
. Defined benefit pension plans . . . . . . . . . . . 6.75,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.174–.177
. Defined contribution retirement plans . . . .5.69,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.73, 5.274
. Health and welfare benefit plans . . . . . . . . 7.78,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.203–.209

BENEFITS, ACCRUED. See accrued benefits

BENEFITS, ACCUMULATED. See accumulated
plan benefits

BENEFITS, GENERALLY. see also specific
plans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .1.30

BROKERAGE COMMISSIONS . . . . . . . 6.21–.22

C

C CORPORATIONS, ESOPS . . . .5.405, 5.411,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.466, 5.472

CAPABILITIES OF SPECIALIST . . . . . . . . . . 2.67,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.71–.73

CASH, INTEREST-BEARING . . . . . . . . . . . . . .6.18

CASH BALANCES
. Defined benefit pension plans . . . . . 1.11, 6.04,

. . . . . . . . . . . . . 6.16–.20, 6.139–.143, 6.186
. Defined contribution retirement

plans . . . . . . . . . . . . . . . .5.16–.19, 5.211–.215
. ESOPs . . . . . . . . . . . . . . 5.16–.19, 5.437, 5.614
. Health and welfare benefit plans . . . . 7.33–.37,

. . . . . . . . . . . . . . . . . . . . . . . . . 7.97, 7.176–.179

CASH BASIS OF ACCOUNTING . . . . . . . . . 7.23,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.27–.34

CASH EQUIVALENT . . . . . . . . . . . . . . . 6.20, 7.37

CASH FLOW HEDGE . . . . . . . . . . . . . . . . . . . . . 8.70

CASH-OR-DEFERRED
ARRANGEMENTS . . . . . . . . . . Table at 5.05

CCT. See common or collective trusts
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Subject Index 811

CERTIFICATIONS . . . . . . . . . . . . . . . . 8.166–.172

CHANGES IN BENEFIT OBLIGATIONS,
HEALTH AND WELFARE BENEFIT
PLANS . . . . . . . . . . . . . . . . . . . . . . .7.125–.126

CHANGES IN NET ASSETS AVAILABLE FOR
BENEFITS

. Defined benefit pension plans . . . . . . 6.72–.78,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.94

. Defined contribution retirement
plans . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.68–.76

. ESOPs . . . . . . . . . . . . . . . . . . . . . . . . . . 5.462–.473

. Health and welfare benefit plans . . . . .7.75–.87

. Investment reporting . . . . . . . . . . . . . . . . . . . .8.37

. Statement of . . . 5.68–.76, 6.14–.15, Table at
. . . . . 6.15, 6.72–.78, 6.94, 7.75–.87, 8.37

CHANGES IN SERVICE PROVIDERS. see also
third-party service providers . . . . . 7.166,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.237–.239

CHANGES MADE TO THE TEXT FROM
PREVIOUS EDITION, SCHEDULE
OF . . . . . . . . . . . . . . . . . . . . . . . . . . . . Appendix I

CLAIM RUN OUT . . . . . . . . . . . . . . . . . . . . . . . 7.150

CLAIMS. see also incurred but not reported
(IBNR) claims

. Health and welfare benefit plans . . .7.78, 7.89,
. . . . . . . . . . . . . . . . . . . . . 7.91–.98, 7.203–.209

. Liquidating plans . . . . . . . . . . . . . . . . . . . . . . 7.150

. Processing . . . . . . . . . . . . A-16 to A-20 at 7.240

. Records . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.37

. Risk assessment and internal control
consideration . . . . . . . . . . Appendix C at 7.242

. Terminating plans . . . . . . . . . . . . . . . . . . . . . 7.235

CLAIMS PAYABLE . . . 7.74, 7.89, 7.91, 7.98,
. . . . . . . . . . . . . . . . . . . . . . 7.150, 7.217–.220

CLAIMS PROCESSING COMPANIES. see also
service organizations . . . . . . . . . . . . . . .4.27

CLEARING ACCOUNTS . . . . . . . . . . . . . . . . . . 6.17

CLIENT ACCEPTANCE AND CONTINUANCE,
AUDIT ENGAGEMENT . . . . . . . . . . 2.11–.16

COBRA. See Consolidated Omnibus Budget
Reconciliation Act

COLLATERAL . . . . . . . . . 6.38, 8.79–.82, 8.128

COLLECTION POLICIES . . . . . . . . . . . . . . . . 6.164

COMBINED STOCK BONUS AND MONEY
PURCHASE PENSION PLAN . . . . . . . 5.403

COMMISSIONS, BROKERAGE . . . . . . .6.21–.22

COMMITMENTS . . . . . . 5.77, 6.96, 10.09–.13

COMMODITY FUTURES . . . . . . . . . . . . . . . . . .8.68

COMMON OR COLLECTIVE TRUSTS (CCT)
. Auditing considerations . . . . . . . . . . 8.135–.136
. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.39
. Fully benefit-responsive investment

contracts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.42
. Generally . . . . . . . . . . . . . . 5.23, 5.37, 8.39–.41
. Health and welfare benefit plans . . . . . . . . . 7.49

COMMON TRUST FUNDS . . . . . . . . 7.43, 7.183

COMMUNICATION. see also documentation
. Audit engagement teams . . . . . . . . . . . 3.23–.24
. Audit planning . . . . . . . . . . . . . . . . . . . . . . . . . . 2.62
. Noncompliance . . . . . . . . . . . . . . . . . . . . . . . 2.119
. Open enrollment process . . . . . . . . A-7 to A-8 at

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.240
. Predecessor auditors . . . . . . . . . . . . 2.134–.135
. With those charged with

governance . . . . . . . 2.31–.38, 2.119, 2.123,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.23–.35

COMPENSATION
. Auditing considerations . . . . . . . . . .5.238–.239,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.242, 6.159
. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.242
. Highly compensated employees . . . . . . . . 7.160
. Plan fiduciaries . . . . . . . . . . . . 2.103–.104, 5.76

COMPETENCE
. Of accounting and auditing firms . . . . 2.11–.16
. Of specialist . . . . . . . . . . . . . 2.67–.68, 2.71–.73

COMPLAINT PROCESS, ESOPs . . . . . . . . 5.613

COMPLETION OF AUDIT. See audit
completion procedures

COMPTROLLER OF THE CURRENCY . . . . 7.43

CONCENTRATIONS . . . . . . .5.91, 5.93, 6.113,
. . . . . . . . . . . . . . . . . . . . . . . . . 7.143, 8.91–.92

CONCLUDING THE AUDIT. See audit
completion procedures

CONFIDENTIALITY AGREEMENTS, HEALTH
AND WELFARE BENEFIT PLANS . . .7.175

CONFIDENTIALITY OF PROTECTED HEALTH
INFORMATION . . . .7.13–.15, C-9 to C-10
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . at 7.242

CONFIRMATIONS . . . . . . 5.628, 8.122, 8.124,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.128

CONSOLIDATED OMNIBUS BUDGET
RECONCILIATION ACT
(COBRA) . . . . . .7.109–.110, A-12 to A-15
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . at 7.240

CONTINGENCIES . . . . . 5.77, 6.96, 10.09–.13
CONTRACT VALUE OF A FULLY

BENEFIT-RESPONSIVE INVESTMENT
CONTRACT . . . . . . . . . . . . . . 5.39–.45, 7.49

CONTRACTS WITH CUSTOMERS, REVENUE
FROM . . . . . . . . .Update 5-1 at 5.64, 6.68,
. . . . . . . . . . . . . . . . . . . . . . Update 7-1 at 7.72

CONTRIBUTIONS
. Auditing considerations . . . . . . . . . .5.233–.246,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.153–.164
. Defined benefit pension plans . . . . . . 6.56–.65,

. . . . . . . . . . . . . . . . . . . . . . . . . 6.72, 6.153–.164
. Defined contribution retirement

plans . . . .5.52–.56, 5.69, 5.77, 5.233–.246
. ESOPs . . . . . . . . . . . . 5.54, 5.410, 5.450–.453,

. . . . . . . . . . . . . . . . . . . . . . . . 5.466, 5.632–.639
. Financial statement disclosures . . . . . . . . . .5.77

©2016, AICPA AAG-EBP CON

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



812 Employee Benefit Plans

CONTRIBUTIONS—continued
. Generally . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .1.29
. Health and welfare benefit plans . . . . 7.59–.62,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.188–.192
. Multiemployer and multiple employer

plans . . . . . . . . . . . . . . . . . . . . 6.65, 6.160–.164
. Records . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.37
. Retiree . . . . . . . . . . . . . . . . A-14 to A-15 at 7.240
. Rollover . . . . . . . . . . . . . . . 5.57–.58, 5.69, 5.99,

. . . . . . . . . . . . . . . . 5.247–.248, 5.453, 5.639
. True-up . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.236

CONTRIBUTIONS RECEIVABLE
. Auditing considerations . . . . . . . . . .5.233–.246,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.153–.164
. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.53
. Defined benefit pension plans . . . . . . 6.56–.65,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.153–.154
. Defined contribution retirement

plans . . . . . . . . . . . . . . . .5.52–.56, 5.233–.246
. ESOPs . . . . . . . . . . . . . 5.450–.453, 5.633–.638
. Health and welfare benefit plans . . . . 7.59–.62,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.188–.192
CONTRIBUTORY PLANS . . . 1.29, 2.49, 6.93,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.96, 6.155
CONTROLS. See internal control
CONVERSION OF ASSETS . . . . . . . . . . . . . . .5.99
COORDINATION, AUDIT PLANNING . . . . .2.44,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.62
CORRECTIVE DISTRIBUTIONS . . . .5.67, 5.69,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.263, 5.476
COST VALUATION APPROACH . . . . . . . . . . 8.20
COVERED WORK . . . . . . . . . . . . . . . 5.245, 6.162
CREDIT RISK, FINANCIAL

INSTRUMENTS . . . . . . . .5.90, 6.109, 8.90
CURRENT REPLACEMENT COST . . . . . . . . 8.20
CURRENT VALUE, ESOPs . . . . . .5.409, 5.440,

. . . . . . . . . . . . . . . . . . . . . 5.608, B-9 at 5.801
CURRENT YEAR, LIMITED-SCOPE

AUDIT . . . . . . . . . . . . . . . . . . . . . . . . . 11.68–.71
CUSTODIANS. see also third-party service

providers
. Changes in . . . . . . . 5.112, 5.275–.277, 6.130,

. . . . . . . . . . . 6.197–.199, 7.166, 7.237–.239
. Custodial agreements . . . . . . . . . . . . . . . . . . .8.10
. Custodian statements . . . . . . . . . . . . . . . . . . .1.37
. Investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.10

CUSTOMERS, REVENUE FROM CONTRACTS
WITH . . . . . . . . . .Update 5-1 at 5.64, 6.68,
. . . . . . . . . . . . . . . . . . . . . . Update 7-1 at 7.72

D

DA CONTRACTS. See deposit administration
(DA) contracts

DB PLANS. See defined benefit pension plans

DC PLANS. See defined contribution
retirement plans

DEBT, LEVERAGED ESOPs . . . . . . 5.458–.459,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.643–.646

DEBT RESTRUCTURING, ESOPs . . . . . . . 5.459

DEBT SERVICE PAYMENTS, ESOPs . . . 5.421,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.613

DEFINED BENEFIT HEALTH AND WELFARE
PLANS. see also health and welfare
benefit plans . . . . . .1.12, 7.03, 7.26–.28,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.217–.228

DEFINED BENEFIT PENSION PLANS (DB
PLANS) . . . . . . . . . . . . . . . . . . . . . . . 6.01–.199

. Accounting, reporting, and
auditing . . . . . . . . . . . . . . . . . . . . . . . . . . 6.08–.11

. Accumulated plan benefits. See accumulated
plan benefits

. Administration and operation . . . . . . . .6.05–.07

. Asset segregation requirement . . . . . . . . . . 6.02

. Audit decision trees . . . . . . . . . 2.27, Exhibit 2-2
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . at 2.27

. Auditing considerations . . . . . . . . . . 6.131–.199

. Auditor’s report unmodified
opinions . . . . . . . . . Table at 11.04, 11.35–.36

. Benefit formulas . . . . . . . . . . . . . . . . . . . . . . . . 6.04

. Changes in net assets available for
benefits . . . . . . . . . . . . . . . . . . . . 6.72–.78, 6.94

. Contributions . . . . . . . . . . . . . . . . . . . . . . 6.56–.65

. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . 1.11, 6.01

. Defined benefit health and welfare plans
distinguished from . . . . . . . . . . . . . . . . . . . . 7.26

. Defined contribution plans distinguished
from . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.02

. Employer contribution rate . . . . . . . . . . . . . . 5.02

. Expenses . . . . . . . . . . . . . . . . . . . . . . . . . . 6.76–.78

. Fair value . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.99

. Financial statements . . . . . . . . . 6.09–.15, 6.37,
. . . . . . . . . . . . . . . . . . . . 6.95–.114, Appendix E

. Future benefit obligation . . . . . . . . . . . . . . . . 6.03

. Generally . . . . . . . . . . . . . . . . . . . . 1.01, 6.01–.04

. Going concern . . . . . . . . . . . . . . . . . . . . . . . . 6.129

. Investments . . . . . 6.21–.55, 6.144–.152, 8.05

. Key plan provisions . . . . . . . . . . . . . A-2 at 6.200

. Key roles and responsibilities . . . . A-3 at 6.200

. Liquidation and liquidation plans . . . . . . . 5.108,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.120–.125

. Mergers and spin-offs . . . . . . . . . . . 6.115–.116,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.189–.192

. Multiple employer plans . . . . . . . . . 6.160–.164,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.168–.169

. Net assets available for benefits . . . . 6.16–.71,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.94

. Operations and administration . . . . . . A-1 to A-5
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . at 6.200

. Payroll and demographic data . . . . . . . . . . . 2.49

. Risk assessment . . . . . . . . . . . . . 3.09, 3.52–.53

. Risks and uncertainties . . . . . . . . . . 6.110–.114

. Service provider changes . . . . . . . . . . . . . 6.130,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.197–.199

. Tax status . . . . . . . . . . . . . . . 9.11, Table at 9.11

. Terminating the plan . . . . . . . . . . . . 6.117–.125,
. . . . . . . . . . . . . . . . . . . 6.193–.196, 11.84–.85
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Subject Index 813

DEFINED CONTRIBUTION HEALTH AND
WELFARE PLANS. see also health and
welfare benefit plans . . . . . . . . 1.01, 1.12,
. . . . . . . . . . . . 7.03, 7.29–.31, 7.48, 7.229

DEFINED CONTRIBUTION RETIREMENT
PLANS (DC PLANS) . . . . . . . . . . 5.01–.112,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.200–.283

. Accounting, reporting, and
auditing . . . . . . . . . . . . . . . . . . . . . . . . . . 5.09–.10

. Accrued liabilities . . . . . .5.65–.67, 5.257–.259

. Administration and operation . . . . . . . 5.06–.08,
. . . . . . . . . . . . 5.74–.76, A-1 to A-13 at 5.800

. Audit strategy determination . . . . . 5.204–.207

. Auditing considerations . . . . . . . . . . 5.200–.283

. Auditor’s report unmodified
opinions . . . . . . . . . Table at 11.04, 11.25–.34

. Benefit payments . . . . . . . . . . . . . . . . . . . . . . . 5.73

. Cash balances . . . . . . . . 5.16–.19, 5.211–.215

. Changes in net assets available for
benefits . . . . . . . . . . . . . . . . . . . . . . . . . . 5.68–.76

. Contributions . . . . . . . . . 5.52–.58, 5.233–.248

. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . 1.09, 5.01

. Defined benefit plans distinguished
from . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.02

. Derivatives and hedging . . . . . . . . . . . . 5.81–.85

. ESOPs. See employee stock ownership plans

. Fair value . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.80

. Financial instruments . . . . . . . . . . . . . . . 5.89–.90

. Financial statements . . . . .5.11–.12, 5.77–.94,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Appendix C

. Forfeitures . . . . . . . . . . . . 5.60–.62, 5.252–.254

. 403(b) plans . . . . . . 5.04, 5.95–.98, 9.02–.03,
. . . . . . . . . . . . . . . . . . . . . . . . . . 9.10, 9.22, 9.30

. Generally . . . . . . . . . . . . . . . . . . . . 1.01, 5.01–.05

. Going concern . . . . . . . . . . . . . . . . . . . . . . . . 5.111

. Investments . . . . . . . . . . . 5.20–.52, 5.69, 5.77,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.216–.228

. Liquidation and liquidation plans . . . . . . . . 6.123

. Master trusts . . . . . . . . . . . . . . . . . . . . . . 5.86–.88

. Mergers, transfers, and
spin-offs . . . . 5.99–.102, 5.268–.271, 5.493

. Net assets available for benefits . . . . 5.13–.67

. Notes receivable . . . . . . . . . . . . . . . . 5.229–.232

. Operating assets . . . . . . 5.63–.64, 5.255–.256

. Other receivables . . . . . . . . . . 5.59, 5.249–.251

. Participant accounts and
allocations . . . . 5.14–.15, 5.72, 5.208–.210

. Participant benefits, distributions, and
withdrawals . . . . . . . . . . . . . . . . . . . .5.260–.263

. Payroll and demographic data . . . . . . . . . . . 2.49

. Plan expenses . . . . . . . . 5.74–.76, 5.264–.267

. Risk assessment . . . . . . . . . . . . . . . . . 3.09, 3.51

. Risks and uncertainties . . . . . . . . . . . . . 5.91–.94

. SEC reporting requirement . . . . . . . 5.278–.283

. Service provider changes . . . . . . . . . . . . . 5.112,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.275–.277

. Tax qualified plans . . . . . . . . . . . . . .Table at 5.05

. Tax status . . . . . . . . . . . . . . . 9.11, Table at 9.11

. Terminating the plan . . . . . . . . . . . . 5.103–.110,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.272–.274

DELINQUENT EMPLOYER
CONTRIBUTIONS . . . . . . . . . . . . . . . . . . 6.164

DEMOGRAPHIC DATA FOR AUDIT
PLANNING . . . . . . . . . . . . . . . . . . . . . 2.49–.51

DEPARTMENT OF LABOR (DOL)
. Applicable financial reporting

framework . . . . . . . . . . . . . . . . . . . . . . . . . . . .2.04
. Auditing requirements . . . . . . . . . . . . . . 1.22–.23
. Auditor’s report . . . . . . . . . . . . . . . . . .2.124–.125
. Auditors’ working papers access . . . . . . . 10.40
. Contributions . . . . . . . . . . . . . . . . . . . . . . . . . 7.190
. Defined benefit pension plans . . . . . .6.09, 6.76
. Defined contribution retirement plan

expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.74
. ERISA regulations and

enforcement . . . . . . . . . . . . . . . .1.17–.20, 1.23
. 401(k) plan . . . . . . . . . . . . . . . . . . . . . . . 11.26–.27
. Full-scope audits . . . . . . . . . . .11.18, 11.19–.24
. Health and welfare benefit plans . . . . . . . . . 7.07
. Information contains errors, omissions, or

inconsistencies . . . . . . . . . . . . . Table at 11.49,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.49–.50

. Investigations . . . . . . . . . . . . . . . . . . . . . . . . . 10.10

. Limited-scope audit exemption . . . . . . 2.22–.26

. Limited-scope audits . . . .2.30, Table at 11.04,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.57–.79

. Modified opinions . . . . . . . . . . . . . . . . . . . . . .11.14

. Multiple Employer Welfare Arrangements under
ERISA: A Guide to Federal and State
Regulation . . . . . . . . . . . . . . . . . . . . B-3 at 7.241

. Omitted schedules . . . . . . . . . . . . . 11.51, 11.78

. Opinion formation . . . . . . . . . . . . . . . . . . . . . 11.01

. Prohibited Transaction Class Exemption 80-26.
see also prohibited transactions,
ESOPs . . . . . . . . . . . . . . . .5.461, 5.648, 5.650

. SEC Form 11-K audit reports . . . . . . . . . . .11.45

. Supplemental schedules . . .11.18, 11.46–.52,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.53

. Understanding Retirement Plan Fees and
Expenses . . . . . . . . . . . . . . . . . . . . . .5.472, 7.84

. Valuation terminology . . . . . . . . . . . . . . . . . .5.608

. Voluntary Fiduciary Correction
Program . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.125

DEPOSIT ADMINISTRATION (DA)
CONTRACTS . . . .6.149, 8.59–.61, 8.143

DEPOSITS WITH AND OTHER RECEIVABLES
FROM INSURANCE COMPANIES AND
OTHER SERVICE
PROVIDERS . . . . . . .7.66–.70, 7.196–.198

DERIVATIVES AND HEDGING
. Auditing considerations . . . . . . . . . . 8.146–.155
. Definitions . . . . . . . . . . . . . . . . . . . . . . 8.69, 8.147
. Designation conditions . . . . . . . . . . . . . . . . . . 8.70
. Fair value . . . . .8.71, 8.115–.116, 8.151–.155
. Financial statement disclosures . . . . . . . . . 5.81,

. . . . . . . . . . . . . . . . . 6.100–.105, 7.134–.138,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.72–.74, 8.94

. Health and welfare benefit
plans . . . . . . . . . . . . . . . . . . . . . . . . . . 7.134–.138

. Offsetting . . .5.82–.85, 6.102–.105, 8.75–.78

. Repurchase agreements . . . . . . . . . . . .5.82–.85

. Securities lending transactions . . . . . . 5.82–.85

. Types . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .8.68
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814 Employee Benefit Plans

DETECTION RISK . . . . . . . . . . . . . . . . . . . . . . . .3.02

DETERMINATION LETTERS, IRS . . . . . . . . 7.10,
. . . . . . . . . . . 7.130, 7.161, 9.03, 9.08–.10

DFE. See direct filing entity

DIRECT FILING ENTITY (DFE) . . . . . . . . . . . 8.49

DIRECT INVESTMENTS, DISTINGUISHED
FROM INDIRECT INVESTMENTS . . . . 7.49

DIRECT LOAN . . . . . . . . . . . . . . . . . . .B-9 at 5.801

DIRECTED TRUSTS . . . . . . . . . . . . . . . . . . . . . . 8.12

DISAGGREGATION OF ASSETS . . . . . . . . . . 8.31

DISCLAIMER OF OPINION . . . .Table at 11.13,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.21, 11.80

DISCLOSURES. see also financial statements
. Defined benefit pension plans . . . . . . 5.77–.79,

. . . . . . . . . . . . . . . . . . . 6.95–.114, 6.97, 6.181
. Defined contribution retirement

plans . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.87–.88
. Derivatives and hedging . . . 5.81, 6.100–.105,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.134–.138
. ESOPs . . . . . . . 5.77, 5.78, 5.474–.492, 5.641
. 401(k) plan . . . . . . . . . . . . . . . . . . . . . . . 11.29–.31
. Health and welfare benefit plans . . . . 7.22–.23,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.127–.144
. Liquidation and liquidation plans . . . . . . . 5.110,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.125, 7.156
. Master trusts . . . . . . . . . . . . . . . . . . . .6.106–.107
. Prohibited transactions . . . . .2.122, 11.54–.55
. Risks and uncertainties . . . . . . . . . . 6.110–.114,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.141–.144
. Tax status . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .9.24

DISCOUNT RATE . . . . . . . . . . . . . . . . . . . .6.86–.89

DISCRETIONARY TRUSTS . . . . . . . . . . . . . . . 8.12

DISTRIBUTIONS OF BENEFITS. See benefit
distributions

DIVIDENDS
. Allocation to leveraged ESOP’s debt

payments . . . . . . . . . . . . . . 5.407, 5.612–.613
. Net assets available for benefits and . . . 5.466,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.72
. Pass-through dividends in ESOP

audits . . . . . . . . . . . . . . . . 5.626, 5.628, 5.654
. Relevant assertion considerations . . . . . 5.626,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.645
. Substantive audit procedures . . . . . . . . . . 5.628

DOCUMENTATION. see also records and
recordkeeping

. Audit planning . . . . . . . . . . . . . . . . . . . . . . . . . . 2.36

. Audit risk assessment . . . . . . . . . . . . . . 3.54–.55

. Communication with those charged with
governance . . . . . . . . . . . . . . . . . . 10.35, 10.40

. Defined contribution retirement plans . . . A-2 to
. . . . . . . . . . . A-7, A-10, A-12 to A-13 at 5.800

. DOL access to auditors’ working
papers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.40

. ESOP audits . . . . . . . . . . . . . . . . . . . . . . . . . . 5.602

. Risk assessment . . . . . . . . . . . . . . . . . . . 3.54–.55

. DOL. See Department of Labor (DOL)

E

ELECTRONIC DATA, AUDIT
PLANNING . . . . . . . . . . . . . . . . . . . . . . . . . . 2.49

ELIGIBILITY CREDITS . . . . . . . . . . . 7.102–.103,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.221–.223

ELIGIBLE COMPENSATION . . . . .5.242, 6.159

EMPHASIS-OF-MATTER
PARAGRAPHS . . . . . . . . . 11.33, 11.84–.85

EMPLOYEE BENEFIT PLANS
. Accounting records . . . . . . . . . . . . . . . . 1.35–.37
. Administration and operation . . . . . . . .1.25–.34
. Auditing considerations. See auditing

considerations
. Defined benefit pension plans. See defined

benefit pension plans
. Defined contribution retirement plans. See

defined contribution retirement plans
. Employee stock ownership plans. See

employee stock ownership plans
. Financial statement disclosures. See financial

statements
. Government entities, applicability

to . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .1.04–.07
. Government regulations . . . . . . . . . . . . 1.15–.19
. Health and welfare benefit plans. See health

and welfare benefit plans
. Internal control . . . . . . . . . . . . . . . . . . . . .4.01–.28
. Introduction and background . . . . . . . .1.01–.37
. Investments. See investments
. Law governing. See Department of Labor;

Employee Retirement Income Security Act;
Securities and Exchange Commission

. Mortality tables . . . . . . . . . . . . . . . . . . . . 6.90–.91

. Tax status . . . . . . . . . . . . . . . . . . . . . . . . . 9.01–.30

. In the United States . . . . . . . . . . . . . . . . . . . . .1.01
EMPLOYEE BENEFIT TRUSTS . . . . . . . . . . . 1.08
EMPLOYEE COMMUNICATION AND OPEN

ENROLLMENT . . . . . . . A-7 to A-8 at 7.240
EMPLOYEE DATA . . . . . . . . . . . . . . . . . . . . . . . .1.37
EMPLOYEE PLANS COMPLIANCE

RESOLUTION SYSTEM . . . . . . . . . . . . . . 9.22
EMPLOYEE RETIREMENT INCOME SECURITY

ACT (ERISA, 1974)
. Accounting records . . . . . . . . . . . . . . . . 1.36–.37
. Applicable financial reporting

framework . . . . . . . . . . . . . . . . . . . . . . . . . . . .2.04
. Asset management . . . . . . . . . . . . . . 6.02, 6.168
. Auditing requirements . . . . . . . . . . . . . . 1.22–.23
. Auditor’s report . . . . . . . . . . . . . . . . . .2.124–.125
. Cash balance plans . . . . . . . . . . . . . . . . . . . . . 6.04
. Contributions . . . . . . . . . . . . 5.237, 6.63, 7.190
. Coverage . . . . . . . . . . . . . . . . . . . . . . . . 1.01, 5.04
. Defined benefit pension plans . . . . . 6.02, 6.04,

. . . . . . . . . . . . . . . . . . . . . . 6.07, 6.59, 6.63–.64
. Defined contribution retirement plans . . . . 5.08
. Disclosures . . . . . . . . . . . . . . 5.474–.475, 6.181
. DOL access to auditors’ working

papers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.40
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EMPLOYEE RETIREMENT INCOME SECURITY
ACT (ERISA, 1974)—continued

. Employer contributions . . . . . . . . .A-11 at 7.240

. Employer stock purchases . . . . . . . . . . . . .5.417

. ESOP administration and
operation . . . . . . . . . . . . . . . . . . . . . . 5.422–.423

. Financial accounting and
reporting . . . . . . . . . . . . . 1.13–.21, 6.96, 6.98

. Financial statement-Form 5550
reconciliation . . . . . . . . . . . . . . . . . . . . . . . . 10.08

. Financial statements . . . . . . . . . . . . . 5.77, 5.428

. 401(h) accounts . . . . . . . . . . . . . . . . . . . . . . . . 6.55

. 403(b) plans . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.97

. Funding waivers . . . . . . . . . . . . . . . . . . . . . . . . 6.64

. Health and welfare benefit plans . . . . . . . . 7.02,
. . . . . . 7.05–.06, 7.46, 7.130, 7.132, 7.216

. Insurance contracts . . . . . . . . . . 6.30, 8.86–.87

. Internal controls . . . . . . . . . . . . . . 4.02–.03, 4.28

. Investment contracts . . . . . . . . . . . . . . . . . . . 5.38

. Limited-scope audit exemption . . . . . . . . . . 2.22

. Limited-scope audits . . . . . . . . . . . 8.173, 11.58

. Loan allocations . . . . . . . . . . . . . . . 5.434, 5.436

. Notes to financial statements . . . . . . . . . . . .5.79

. Opinion formation . . . . . . . . . . . . . . . . . . . . . 11.01

. Participant benefits, distributions, and
withdrawals . . . . . . . . . . . . . . . . . . . . . . . . . 5.468

. Party in interest transactions . . . . . 2.100–.102

. Plan expenses . . . . . . . . . . . . . . . . . . . . . . . . 5.267

. Plan sponsor requirements . . . . . . . . 6.07, 6.59

. Prohibited transaction exemptions . . . . . .5.492

. Provisions . . . . . . . . . . . . . . . . . . . . . . . .Appendix A

. SEC reporting requirements . . . . . . . . . . . 5.283

. Share release formulas . . . . . . . . . . . . . . . . 5.420

. Supplemental schedules . . . . . . . . 2.29, 11.18,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.25

. Tax status . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .9.01

. Third-party administrators . . . . . . . . . . . . . . . 8.13

. Third-party service provider
reports . . . . . . . . . . . . . . . . . . . . . . . . . . 2.60–.61

. Transfers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.191

. Understanding entity, and its environment,
including its internal control . . . . . . . . . . . .3.26

EMPLOYEE STOCK OWNERSHIP PLANS
(ESOPs) . . . . . . . .5.400–.502, 5.600–.673

. Accounting, reporting, and
auditing . . . . . . . . . . . . . . . . . . . . . . . 5.425–.426

. Accrued liabilities . . . . . . . . . . . . . . . . . . . . . .5.460

. Administration and operation . . . . 5.422–.423,
. . . . . . . . . . . . . . . 5.441, B-1 to B-50 at 5.801

. Allocations . . . . . . . . . 5.406–.408, 5.432–.436

. Auditing considerations . . . . . . . . . . 5.600–.673

. Cash balances . . . . . . . . . . . . . . . . . . . . . . . . 5.437

. Changes in net assets available for
benefits . . . . . . . . . . . . . . . . . . . . . . . 5.462–.473

. Contributions . . . . . . 5.54, 5.410, 5.450–.453,
. . . . . . . . . . . . . . . . . . . . . . . . 5.466, 5.632–.639

. Debt service payment . . . . . . . . . . . . . . . . . 5.421

. Defined as defined contribution retirement
plans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.10

. Distributions . . . . 5.411, B-23 to B-24 at 5.801

. Diversification . . . . . .5.414–.416, B-20 to B-21
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . at 5.801

EMPLOYEE STOCK OWNERSHIP PLANS
(ESOPs)—continued

. Employer stock purchases . . . . . . . 5.417–.418

. Fair value measurements . . . . . . . . .5.478–.483

. Financial instruments . . . . . . . . . . . . 5.484–.485

. Financial statements . . . . . . 5.77, 5.425–.429,
. . . . 5.466, 5.474–.492, 5.641, Appendix D

. Financing . . . . . . . . . . . . . . . . . . . . . . . 5.417–.418

. Forfeitures . . . . . . . . . . . . . . . . . . . . . . 5.455–.457

. Generally . . . . . . . . . . . . . . . . . .5.03, 5.400–.404

. Going concern . . . . . . . . . . . . . . . . . . . . . . . . 5.501

. Investments . . . . . . . . . . . . . . . . . . . . 5.438 –.442

. Leveraged. See leveraged ESOPs

. Net assets available for
benefits . . . . . . . . . . . . . . . . . . . . . . . 5.430–.461

. Other liabilities . . . . . . . . . . . . . . . . . . . . . . . . 5.461

. Other receivables . . . . . . . . 5.450–.453, 5.454

. Participant benefits, distributions, and
withdrawals . . . . . . . . . . . . . . . . . . . .5.468–.470

. Plan expenses . . . . . . . . . . . . . . . . . . .5.471–.473

. Plan mergers and spin-offs . . . . . . . 5.493, B-50
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . at 5.801

. Prohibited transactions and party in interest
transactions . . . . . . . . . . 5.492, 5.627, 5.648,
. . . . . . . . . . . . . . . . . . . . . B-28 to B-39 at 5.801

. Put options . . . . . . . 5.413, 5.446, B-23 to B-24
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . at 5.801

. Regulatory reporting requirements . . . . .5.424,
. . . . . . . . . . . . . . . . . . . . . B-10 to B-27 at 5.801

. Risks and uncertainties . . . . . . . . . . 5.486–.490

. SEC reporting requirements . . . . . . . . . . . . . 5.35

. Service organization changes . . . . . . . . . . 5.502

. Share release formula . . . . . . . . . . 5.420, 5.451

. Subsequent event considerations . . . . . . .5.491

. Suspense account (unallocated
shares) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5.419

. Tax qualified plan status . . . 5.05, B-10 to B-16
. . . . . . . . . . . . . . . . . and B-46 to B-47 at 5.801

. Terminating plans . . . . . . . . . . 5.494–.500, B-50
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . at 5.801

. Unitization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5.34

. Valuation . . . . . . . . . . . 5.409, 5.443–.449, B-17
. . . . . . . . . . . . . . . . . . . . . . . . . . to B-19 at 5.801

. Voting rights . . . . . . . . . . . 5.412, B-22 at 5.801
EMPLOYEE STOCK PURCHASE

PLANS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.20
EMPLOYER ADVANCES, ESOPs . . . . . . . 5.475,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.648–.651
EMPLOYER CONTRIBUTIONS . . .A-10 to A-11

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . at 7.240
EMPLOYER STOCK PURCHASES, ESOP

LOANS . . . . . . . . . . . . . . . . . . . . . . .5.417–.418
END-OF-YEAR BENEFIT INFORMATION

DATE . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.35
ENGAGEMENT LETTERS . . . . .2.35, 2.39–.43,

. . . . . . . . . . . . . . . Exhibit 2-5 at 2.43, 10.40
ENROLLMENT, OPEN, AND EMPLOYEE

COMMUNICATION . . .A-7 to A-8 at 7.240
EQUIPMENT AND PROPERTY . . . . . . 5.63–.64,

. . . . . . . . . . . . . . . . . . . . . . . 5.255–.256, 6.68,

. . . . . . . . . . . . . . . . . . . 6.168–.170, 7.71–.72
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816 Employee Benefit Plans

EQUITY WASH PROVISIONS . . . . . . . . . . . . . 5.44

ERISA. See Employee Retirement Income
Security Act

ESCROW ACCOUNT, IN ESOP
TERMINATION . . . . . . . . . . . . . . . . . . . . . 5.494

ESOPs. See employee stock ownership plans

ESTIMATES. See accounting estimates

ETF. See exchange traded funds

EXCHANGE TRADED FUNDS (ETF) . . . . .8.133

EXPENSE OFFSET ARRANGEMENTS . . . 5.78,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.97, 7.131

EXPENSES
. Administrative . . . . . . . . . 1.37, 5.69, 5.74–.77,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.72, 6.77
. Defined benefit pension plans . . . . . . 6.76–.78,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.178–.180
. Defined contribution retirement

plans . . . . . . . . . . . . . . . .5.74–.76, 5.264–.267
. ESOPs . . . . . . . . . . . . . . . . . . .5.471–.473, 5.663
. Health and welfare benefit plans . . . . 7.84–.87,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.213–.216

EXPERIENCE-RATED INTEREST CREDITS, DA
CONTRACTS . . . . . . . . . . . . . . . . . . . . . . . . 8.61

EXPLICIT ACCUMULATED PLAN BENEFIT
VALUATION APPROACH . . . . . . . . . . . . .6.85

EXTERNAL CONFIRMATIONS . . . . . . . . . . 8.122

EXTERNAL SPECIALIST, AUDITOR’S . . . .2.65,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.69

F

FAIR MARKET VALUE, ESOPs . . . . . . . . . 5.608,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . B-9 at 5.801

FAIR PRESENTATION OF AUDITING
REPORT . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.08

FAIR VALUE
. Appreciation or depreciation changing . . .5.69,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.72
. Auditing considerations . . . . . . . . . .8.109–.110,

. . . . . . . . . . . . . . . . . . 8.115–.119, 8.123–.125
. Brokerage commissions . . . . . . . . . . . . 6.21–.22
. Controls . . . . . . . . . . . . . . . . . . . . . . . . 8.111–.112
. Defined . . . . . .5.440, B-9 at 5.801, 6.21, 8.19
. Defined benefit pension plans . . . . . . . . . . . 6.99
. Defined contribution retirement plans . . . . 5.80
. Derivatives . . . 8.71, 8.115–.116, 8.151–.155
. Entities that calculate NAV per

share . . . . . . . . . . . . . . . . . . 8.25–.26, 8.33–.34
. ESOPs . . . . . . . . . 5.409, 5.421, 5.608, 5.615,

. . . . . . . . . . . . . . . . . 5.628–.629, B-9 at 5.801
. Financial statement disclosures . . . 5.80, 6.99,

. . . . . . . . . . . . . . . . . . . . . . . . . . 7.133, 8.27–.37
. Generally . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .8.15
. Health and welfare benefit plans . . . . . . . . 7.41,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.133, 8.87
. Hierarchy . . . . . . . . . . . . . . . . . . . . . . . . . . 8.23–.24

FAIR VALUE—continued
. Importance . . . . . . . . . . . . . . . . . . . . . . . . . . . . .8.17
. Management representation letter, audit

completion procedures . . . . . . . . . . . . . . .10.22
. Plan management responsibilities . . . . . . . .8.07
. Specialists . . . . . . . . . . . . . . . . . . . . . . . . .2.89–.91
. Valuation techniques . . . . . . . . . . . . . . . .8.20–.22

FAIR VALUE HEDGE . . . . . . . . . . . . . . . . . . . . . 8.70

FAIR VALUE MEASUREMENTS,
ESOPs . . . . . . . . . . . . . . . . . . . . . . . 5.478–.483

FAIRNESS OPINION . . . . . . . . . . . . 5.448, 5.670

FEE REIMBURSEMENTS . . . . . . . . . . 5.59, 6.66

FIDUCIARIES . . . . . . . . . . .1.32–.33, 2.99–.104,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.121, 5.76

FINANCIAL FUTURES CONTRACTS . . . . . .8.68

FINANCIAL INSTRUMENTS. see also
investments . . . . . .5.89–.90, 5.484–.485,
. . . . . 6.108–.109, 7.139–.140, 8.89–.90

FINANCIAL REPORTING EXECUTIVE
COMMITTEE (FINREC)

. Accounting, reporting, and auditing . . . . .5.425

. Accrued liabilities . . . . . . . . . . . . . . . . . . . . . . . 5.67

. Cash balances . . . . . . . . . . . . . . . . . . . . . . . . . .5.16

. Cash equivalents . . . . . . . . . . . . . . . . . . . . . . . 7.35

. Changes in net assets available for
benefits . . . . . . . . . . . 5.69, 5.71, 5.466–.467,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.74, 7.77

. Claims reporting . . . . . . . . . . . . . . . . . . . . . . . .7.98

. Contributions . . . . .5.55, 5.57, 6.63–.64, 7.62

. Defined benefit pension plans . . . . . .6.08, 6.18

. Defined contribution retirement plans . . . .5.09,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.100

. Disclosures . . . . . . . . . . 5.78, 5.87–.88, 5.476,
. . . . . . . . . . . . . . . . . . . . . . . . . 6.97, 7.130–.131

. Dividends and capital gains
distribution . . . . . . . . . . . . . . . . . . . . . 6.72, 7.75

. Fair value measurement . . . . . . . . . . . . . . . 5.446

. Financial statements . . . . . . . . . . . . . . . . . . .5.429

. Floor price protection . . . . . . . . . . . . . . . . . .5.470

. Forfeitures . . . . . . . . . . . . . . . . . . . . . . 5.60, 5.455

. Investments . . . . . . . . . . . . . . . . . . . . . . 7.54, 8.37

. Leveraged ESOPs . . . . . . . . . . . . . . . . . . . . . 5.429

. Master trusts . . . . . . . . . . . . 5.87–.88, 8.46–.47

. Mergers, transfers, and spin-offs . . . . . . 5.100,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.115, 7.145

. Pass-through dividends . . . . . . . . . 5.626, 5.628

. Plan expenses . . . . . . . . . . . . . . . . . . . . . . . . . .7.86

. Postemployment benefits . . . . . . . . . . . . . . 7.110

. Stop-loss premiums . . . . . . . . . . . . . . . . 7.80–.82

. Wrapper plans . . . . . . . . . . . . . . . . . . . . 7.08, 7.11

FINANCIAL REPORTING PROCESS, AUDIT
PLANNING . . . . . . . . . . . . . . . . . . . . . 2.60–.61

FINANCIAL STATEMENT LEVEL, RISK OF
MATERIAL MISSTATEMENT AT . . . . . 3.04

AAG-EBP EQU ©2016, AICPA

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



Subject Index 817

FINANCIAL STATEMENTS
. Defined benefit pension plans . . . . . . 6.09–.15,

. . . . . . . . . . . . . . 6.37, 6.95–.114, Appendix E
. Defined contribution retirement

plans . . . . . . 5.11–.12, 5.77–.94, Appendix C
. Derivatives and hedging . . . 5.81, 6.100–.105,

. . . . . . . . . . . . . . . 7.134–.138, 8.72–.74, 8.94
. Disclosures. See disclosures
. ESOPs . . . . . . .5.425–.429, 5.466, Appendix D
. Fair value . . . . . . . 5.80, 6.99, 7.133, 8.27–.37
. Financial instruments . . . . . . . . . . . . 6.108–.109,

. . . . . . . . . . . . . . . . . . . . . 7.139–.140, 8.89–.90
. Fraud considerations . . . 3.56–.71, Appendix G
. Health and welfare benefit plans . . . . 7.21–.23,

. . . 7.26–.31, 7.54, 7.127–.144, Appendix F
. Investments . . . . . . . . . . . . . . . . 8.84–.95, 8.121
. Master trusts . . . 6.106–.107, 8.44–.47, 8.93
. Notes to . . . . . . 5.79, 5.86, 6.98, 7.132, 8.45
. Prepared using liquidation basis of accounting.

see also liquidation and liquidation
plans . . . . . . . . . . . . . . . . . 5.109, 6.124, 7.155

. Prior period financial statements not
audited . . . . . . . . . . . . . . . . . . . . . . . . . 11.88–.90

. Reconciliation with Form 5500 . . . . . . . . . 10.08

. Risks and uncertainties . . . . . . . . . . 6.110–.114,
. . . . . . . . . . . . . . . . . . . . . 7.141–.144, 8.91–.92

. Supplemental schedules. See supplemental
schedules

FINREC. See Financial Reporting Executive
Committee

FLEXIBLE SPENDING ARRANGEMENTS
(FSA) . . . . . . . . . . . . . . . . . .7.03, 7.11, 7.131

FLOOR PRICE PROTECTION,
ESOPs . . . . . . . . . . . . . . . 5.470, 5.659–.662

FOREIGN CURRENCY CASH FLOW
HEDGE . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.70

FOREIGN CURRENCY FAIR VALUE
HEDGE . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.70

FOREIGN EXCHANGE CONTRACTS . . . . . 8.68

FORFEITURES
. Defined contribution benefit plans . . .5.60–.62,

. . . . . . . . . . . . . . . 5.69, 5.77–.78, 5.252–.254
. ESOPs . . . . . . . . . . . . . 5.455–.457, 5.640–.642
. Participant accounts and allocations . . . . 5.612

FORWARD CONTRACTS . . . . . . . . . . . . . . . . . 8.68
. 401(A) PLANS . . . . . . . . . . . . . . . . . . . . . . . . . . 5.95
. 401(H) ACCOUNTS . . . . . . . . . . 6.48–.55, 6.96,

. . . . . . . . . . . . . 6.152, 7.05, 7.55–.58, 7.187
. 401(K) PLANS
. Audit engagement letter

example . . . . . . . . . . . . . . . . . Exhibit 2-5 at 2.43
. Auditor’s report . . . . . . . . . . . . . . . . . . . . . . . 8.173
. ESOPs . . . . . . . . . . . . . . . . .5.404, 5.415, 5.466,

. . . . . . . . . . . . . . . . . . . . . . 5.613, 5.652, 5.664
. 403(b) plans distinguished from . . . 5.95, 5.98
. Investment management

arrangements . . . . . . . . . . . . . . . . . . . . . . . . .8.04
. Plan mergers and spin-offs . . . . . . . . . . . . .5.493

FORWARD CONTRACTS—continued
. SEC reporting requirements . . . . . . . . . . . 5.279
. Special purpose framework . . . . . . . .11.26–.34
. Structure of . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.04
. Tax advantages . . . . . . . . . . 5.05, Table at 5.05
. Unmodified opinion . . . . . . . . . . . Table at 11.04,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.25–.34
. 403(B) PLANS
. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.04
. As defined contribution

plans . . . . . . . . . . . . . . . . . . .1.09, Table at 5.05
. Structure of . . . . . . . . . . . . . . . . . . . . . . . .5.95–.98
. Tax status . . . . . . . 9.02–.03, 9.10, 9.22, 9.30
. 457(B) PLANS . . . . . . . . . . . .5.04, Table at 5.05

FRAUD
. Audit completion procedures . . . . . . . . . . .10.15
. Auditor’s consideration in audit . . . . . 3.56–.71,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Appendix G
. Auditor’s inquiries . . . . . . . . . . . . . . . . . . . . . . .3.26
. Benefit payment risks . . . . . . . . . . . 5.657–.658,

. . . . . . . . . . . . . . . . . . . . . . . . 6.176–.177, 7.206
. Communication with those charged with

governance about . . . . . . . . . . . . . . . . . . . 10.31
. Investments . . . . . . . . . . . . . . . . . . . . . . . . . . .8.113
. Material misstatement risk evaluation . . . 10.15

FROZEN PLANS. see also termination of
plans

. Defined benefit pension plans . . . . 6.126–.128,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.193–.195

. ESOPs . . . . . . . . . . . . . . . . . . . . . . . . . . 5.667–.670

. Health and welfare benefits . . . . . . .7.234–.236

FSA. See flexible spending arrangements

FULL-SCOPE AUDITS . . . . Exhibit 2-1 at 2.26,
. . . . . . . . . . . . . 2.29, 11.18–.24, 11.46–.52

FULLY BENEFIT-RESPONSIVE INVESTMENT
CONTRACTS . . . . . . 5.39–.45, 5.69, 5.77,
. . . . . . . . . . . . . . . . 5.226–.227, 7.49, 7.130

FUNDING, HEALTH AND WELFARE BENEFIT
PLANS . . . . . . . . . . . .A-22 to A-25 at 7.240

FUNDING WAIVERS . . . . . . . . . . . . . . . . . . . . . .6.64

FURTHER AUDIT PROCEDURES . . . . .3.30–.49
. Design and performance . . . . . . . . . . . .3.38–.49
. Investments . . . . . . . . . . . . . . . . . . . . . . . . . . .8.113
. Material misstatement risk identification and

assessment . . . . . . . . 3.30–.34, Table at 3.32
. Risk requiring special audit

considerations . . . . . . . . . . . . . . . . . . . .3.35–.37

G

GAAP. See generally accepted accounting
principles

GAAS. See generally accepted auditing
standards

GAM. See Group Annuity Mortality

GENERAL ACCOUNTING RECORDS . . . . . 1.37
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818 Employee Benefit Plans

GENERALLY ACCEPTED ACCOUNTING
PRINCIPLES (GAAP)

. Audit planning . . . . . . . . . . . . . . . . . . . . . . . . . . 2.04

. Auditor’s reports . . . . . . . . . . .11.02, 11.81–.83

. Contributions and contributions
receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.58

. Defined benefit pension plans . . . . . 6.08, 6.10,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.14, 6.23

. Defined contribution retirement plans . . . .5.31,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.51

. Disclosures . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.474

. Fair value . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.409

. Financial statements prepared using liquidation
basis of accounting . . . .5.109, 6.124, 7.155

. 401(k) plans . . . . . . . . . . . . . . . . . . . . . . 11.26–.34

. Generally . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .1.02

. Government entities . . . . . . . . . . . . . . . . . . . . 1.07

. Health and welfare benefit plans . . .7.20, 7.22,
. . . . . . . . . . . . . . . . . . . . . . . . . . 7.27, 7.30, 7.41

. Internal controls . . . . . . . . . . . . . . . . . . . . . . . . 4.04

. Investments . . . . . . . . 5.619, 5.627–.628, 8.01

. Limited-scope audits . . . . . . . . . . . . . 5.629–.630

. Net assets available for benefits . . . . . . . .5.441

. 103-12 entities . . . . . . . . . . . . . . . . . . . . . . . . . 8.51

. Participant benefits, distributions, and
withdrawals . . . . . . . . . . . . . . . . . . . . . . . . . 5.657

. Participant loans . . . . . . . . . . . . . . . . . . . . . . . .5.51

. Plan termination . . . . . . . .5.109, 5.496, 5.669,
. . . . . . . . . . . . . . . . . . . . . . . . 6.124, 7.155–.156

. Supplementary information required by
DOL . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.47

. Third-party service provider
reports . . . . . . . . . . . . . . . . . . . . . . . . . . 2.60–.61

. Valuation terminology . . . . . . . . . . . . . . . . . .5.608

GENERALLY ACCEPTED AUDITING
STANDARDS (GAAS)

. Audit documentation . . . . . . . . . . . . . . . . . . . . 3.55

. Audit limitations . . . . . . . . . . . . . . . . . . . . . . . . 1.23

. Audit planning . . . . . . . . . . . . . . . . . . . . . .2.01–.02

. Audit reporting . . . . . . . . . . . . . . . . . . . . . . . . 11.03

. Auditor’s professional requirement
categories . . . . . . . . . . . . . . . . . . . . . . 2.08, 2.10

. Defined benefit pension plans . . . . . . . . . . 6.131

. Defined contribution retirement
plans . . . . . . . . . . . . . . . . . . . . . . . . 5.200, 5.282

. ESOPs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5.600

. Health and welfare benefit plans . . . . . . . .7.167

. Interpretive publications . . . . . . . . . . . . . . . . .2.10

. Limited-scope auditing . . . . . . . . . . . . . . . . . 11.58

. Performance materiality . . . . . . . . . . . . . . . . .3.10

. Related party transactions . . . . . . . . . . . . . 2.106

. Supplementary information . . . . . . . . . . . . .11.47

. Understanding entity, and its environment,
including its internal control . . . . . . . . . . . .3.26

GIC. See guaranteed investment contracts

GOING CONCERN . . . . . . . . . . . . . . . .2.129–.132
. Auditor’s report . . . . . . . . . . . . . . . . . . . . . . . 11.86
. Defined benefit pension plans . . . . . . . . . . 6.129
. Defined contribution retirement plans . . . 5.111
. ESOPs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5.501
. Health and welfare benefit plans . . . . . . . .7.165

GOVERNANCE, COMMUNICATION WITH
THOSE CHARGED WITH . . . . . . . 2.31–.38,
. . . . . . . . . . . . . . . . 2.119, 2.123, 10.23–.35

GOVERNMENT ENTITIES, APPLICABILITY
TO . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .1.04–.07

GOVERNMENT REGULATIONS, GENERALLY.
see also specific regulations . . .1.15–.19

GROUP ANNUITY MORTALITY (GAM) . . . .6.91

GROUP DEPOSIT ADMINISTRATION (DA)
CONTRACT . . . . . . . . . . . . . . . . . . . . . . . . . 6.35

GUARANTEED INVESTMENT CONTRACTS
(GICs) . . . . . . 5.45–.47, 5.226–.227, 8.67

GUARANTEES . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.77

GUIDANCE UPDATES . . . . . . . . . . . . .Appendix H

H

HARD FREEZE . . . . . . . . . . . . . . . . . . . . . . . . . 6.126

HCEs. See highly compensated employees

HEALTH AND WELFARE BENEFIT PLANS
(H&W PLANS) . . . . . . . . . . . . . . . . .7.01–.239

. Accounting and reporting . . . . . . . . . . . 7.20–.25

. Accrued liabilities . . . . . .7.73–.74, 7.200–.202

. Accumulated eligibility credits . . . . 7.102–.103

. Administration and operation . . . . . . 7.12, A-16
. . . . . . . . . . . . . . . . . . . . . . . . . . to A-25 at 7.240

. Annual health care process . . . . . . . . .7.16–.17,
. . . . Exhibit 7-1 at 7.17, Appendix A at 7.240

. Arrangement examples . . . . . . . . . . . . 7.18–.25,
. . . . . . . . . . . . . . . . . . . . . . . Appendix B at 7.241

. Audit scope and decision flowchart . . . . . .2.27,
. . . . . . . . . . . . . . . . . . . . . . . . . Exhibit 2-3 at 2.27

. Audit strategy determination . . . . . 7.171–.174

. Auditing considerations . . . . . . . . . . 7.167–.239

. Auditor’s report unmodified
opinion . . . . . . . . . . . . . . Table at 11.04, 11.37

. Benefit obligations . . . 7.88–.124, 7.217–.228

. Benefit payments . . . . . . . . . . 7.78, 7.203–.209

. Cash balances . . . . . . . . 7.33–.37, 7.176–.179

. Changes in benefit obligations . . . . 7.125–.126

. Changes in net assets available for
benefits . . . . . . . . . . . . . . . . . . . . . . . . . . 7.75–.87

. Changes in service providers . . . . . . . . . . 7.166,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.237–.239

. Claims . . . . 7.78, 7.89, 7.91–.98, 7.203–.209

. Components . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.01

. Confidentiality or indemnification
agreements . . . . . . . . . . . . . . . . . . . . . . . . . 7.175

. Contributions . . . . . . . . . 7.59–.62, 7.188–.192

. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.12

. Deposits with and receivables from insurance
companies and other service
providers . . . . . . . . . . . .7.66–.70, 7.196–.198

. Derivatives and hedging . . . . . . . . . .7.134–.138

. Fair value . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.133

. Financial instruments . . . . . . . . . . . . 7.139–.140

. Financial statements . . . . . . . . . . . . . . . 7.26–.31,
. . . . . . . . . . . . . . . . . . . 7.127–.144, Appendix F
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HEALTH AND WELFARE BENEFIT PLANS
(H&W PLANS)—continued

. 401(h) accounts . . . . . .6.48–.55, 6.96, 6.152,
. . . . . . . . . . . . . . . . . . . . 7.05, 7.55–.58, 7.187

. Frozen plans . . . . . . . . . . . . . . . . . . . . 7.234–.236

. Generally . . . . . . . . . . . . . . . . . . . . . . . . . . 7.01–.04

. Going concern . . . . . . . . . . . . . . . . . . . . . . . . 7.165

. HIPAA considerations . . . . . . . . . . . . . . .7.13–.15

. Insurance premiums . . . 7.79–.83, 7.210–.212

. Internal control
considerations . . . . . . . . . Appendix C at 7.242

. Investments . . . . . . . . . . .7.38–.54, 7.180–.187

. Liquidation and liquidation
plans . . . . . . . . . . . . . . . . . . . . . . . . . . 7.148–.156

. Mergers, transfers, and
spin-offs . . . . . . . . . . 7.145–.146, 7.230–.233

. Net assets available for benefits . . . . 7.32–.74

. Operating assets . . . . . . . . . . . .7.71–.72, 7.199

. Other receivables . . . . . 7.63–.65, 7.193–.195

. Payroll and demographic data . . . . . . . . . . . 2.49

. Plan expenses . . . . . . . . 7.84–.87, 7.213–.216

. Postemployment benefits . . . . . . . . 7.104–.110

. Postretirement benefit
obligations . . . . . . . . . . 7.24–.25, 7.111–.124

. Premiums due under insurance
arrangement . . . . . . . . . . . . . . . . . . . . 7.99–.101

. Reporting entity . . . . . . . . . . . . . . . . . . . . 7.08–.11

. Risk assessment . . . . . . . . . . . . . . . . . 3.09, 3.53,
. . . . . . . . . . . . . . . . . . . . . . . Appendix C at 7.242

. Risks and uncertainties . . . . . . . . . . 7.141–.144

. Tax considerations . . . 7.159–.164, 9.02–.03,
. . . . . . . . . . . . . . . . . 9.09, 9.11, Table at 9.11,
. . . . . . . . . . . . . . . . . . . . . . . . . . 9.16, 9.18, 9.22

. Termination of plans . . . . . . . . . . . . 7.147–.156,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.234–.236

. Termination of trusts . . . . . . . . . . . . .7.157–.158

. Trust arrangements . . . 7.05–.07, 7.157–.158

. Types . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.03–.04

HEALTH BENEFIT ACCOUNTS . . . . . . 6.48–.55

HEALTH CARE AND EDUCATION
RECONCILIATION ACT
(2010) . . . . . . . . . . . . . . . . . . . . . .A-2 at 7.240

HEALTH CARE PROCESS . . . . . . . . . . 7.16–.17,
. . . . . . . . . . . . . . . . . . . . . . Exhibit 7-1 at 7.17,
. . . . . . . . . . . . . . . . . . . . . Appendix A at 7.240

HEALTH CARE REFORM . . . . . . . . . . . . . . . A-2 to
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . A-3 at 7.240

HEALTH CLAIMS, SUBSTANTIVE AUDIT
PROCEDURES . . . . . . . . . . . . . . . . . . . . . 7.207

HEALTH INSURANCE PORTABILITY AND
ACCOUNTABILITY ACT (HIPAA) . . . . 2.43,
. . . . . . . . . . . . . . . . . . 7.13–.15, C-9 at 7.242

HEALTH REIMBURSEMENT ACCOUNTS
(HRA) . . . . . . . . . . . . . . . . . 7.03, 7.11, 7.131

HEALTH SAVINGS ACCOUNTS (HSA) . . . . 7.11

HEDGE FUND INVESTMENTS . . . . 8.159–.160

HEDGING. See derivatives and hedging

HIGHLY COMPENSATED EMPLOYEES
(HCEs) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.160

HIPAA. See Health Insurance Portability and
Accountability Act

HITECH. See Technology for Economic and
Clinical Health Act

HRA. See health reimbursement accounts

HSA. See health savings accounts

H&W PLANS. See health and welfare benefit
plans

I

IBNR CLAIMS. See incurred but not reported
(IBNR) claims

IMMEDIATE PARTICIPATION GUARANTEE
(IPG) CONTRACTS . . . . . . . . . .6.35, 6.149,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.62, 8.143

INCOME TAXES . . . . . . . . . . . . . . . . . . . . .9.20–.24

INCOME VALUATION APPROACH . . . . . . . 8.20

INCURRED BUT NOT REPORTED (IBNR)
CLAIMS

. Auditing considerations . . . . . . . . . . 7.217–.220

. Benefit obligations . . . . . . . . . . . .7.89, 7.91–.96

. Contributions . . . . . . . . . . . . . . . . . . . . . . 7.61–.62

. Disclosures . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.131

. Postemployment benefits . . . . . . . . . . . . . . 7.110

. Retirement benefit obligations . . . . . . . . . .7.114

. Terminating plans . . . . . . . . . . . . . . . . . . . . . 7.150

INDEMNIFICATION AGREEMENTS, HEALTH
AND WELFARE BENEFIT PLANS . . .7.175

INDEPENDENT AUDITORS . . . . . . . .1.02, 1.19,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.97

INDIRECT INVESTMENTS, DISTINGUISHED
FROM DIRECT INVESTMENTS . . . . . . 7.49

INDIRECT LOAN . . . . . . . . . . . . . . . . B-9 at 5.801

INDIVIDUAL SEPARATE ACCOUNTS . . . . . 8.65

INFORMATION TECHNOLOGY
(IT) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.49–.51

INITIAL AUDITS . . . . . . . . . . .2.133–.141, 11.87

INSIDE (EMPLOYER) LOAN . . . . . B-9 at 5.801

INSPECTIONS . . . . . . 2.109, 2.111, 3.20–.22,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . Table at 3.22

INSURANCE AND INVESTMENT
CONTRACTS . . . . . . . . . . . . . . . . . . . 8.52–.67

. Auditing considerations . . . . . . . . . . 8.142–.145

. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.141

. Defined benefit pension plans . . . . . . 6.26–.36,
. . . . . . . . . . . . . . . . . . . 6.72, 6.96, 6.147–.149

. Defined contribution retirement
plans . . . . . . . . . .5.37–.47, 5.77, 5.226–.227

. Distinguishing between . . . . . . . . . . . . . . . . 8.141

. ESOPs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5.474

. Financial statement disclosures . . . . . 8.85–.87

. Fully benefit-responsive . . . . . . . . . . . . . 5.39–.45
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820 Employee Benefit Plans

INSURANCE AND INVESTMENT
CONTRACTS—continued

. Generally . . . . . . . . . . . . . . . . . . . . . . . . . . 8.52–.58

. Health and welfare benefit plans . . . . 7.44–.49,
. . . . . . . . . . . . . . . . . . 7.99–.101, 7.130, 7.184

. Mortality or morbidity risk . . . . . . . . . . .6.27–.28

. Risk assessment . . . . . . . . . . . . . . . . . . . . . . 6.148

. Types . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.54–.67

INSURANCE COMPANIES. see also service
organizations

. Defined benefit pension plans . . . . . . . 6.88–.89

. Defined contribution retirement
plans . . . . . . . . . . . . . . . . . . . . . . . . A-11 at 5.800

. Health and welfare benefit
plans . . . . . 7.196–.198, Appendix B at 7.241

. Internal controls . . . . . . . . . . . . . . . . . . . . . . . . 4.15

. Tax status . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .9.16

INSURANCE PREMIUMS . . . . . . . . . . . 7.79–.83,
. . . . 7.99–.101, 7.210–.212, 7.217–.220

INTEREST-BEARING CASH . . . . . . . . . . . . . . 6.18

INTEREST EXPENSE, ESOPs . . . . .5.643–.646

INTERNAL AUDITORS . . . . . . . . . . . . . . .2.53–.57

INTERNAL CONTROL . . . . . . . . . . . . . . . 4.01–.28
. Claims payments . . . . . . . . . . . . . . . C-6 at 7.242
. Communication of internal control matters

identified in audit . . . . . . . . . . . . . . . . 10.36–.39
. Communication with those charged with

governance . . . . . . . . . . . . . . . . . . . . . 10.36–.39
. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.04
. Defined benefit pension plans . . . . . . . . . .6.134,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.136–.138
. Defined contribution benefit plans . . . . . .5.203,

. . . . . . . . . . . . . . . . . . . . . . . . 5.205–.207, 5.210
. ESOPs . . . . . . . . . . . 5.603, 5.605–.607, 5.613,

. . . . . . . . . . . . . . . . . . . . . . 5.616, 5.637, 5.658
. Fair value estimates . . . . . . . . . . . . . 8.111–.112
. Health and welfare benefit plans . . . . . . . 7.170,

. . . . . . . . . 7.172, 7.204, 7.209, C-6 at 7.242
. Management override of controls . . . 3.67–.68
. Override of controls . . . . . . . . . . . . . . . . 3.67–.68
. Service organizations . . . . . . . 4.11–.28, 8.107
. Tests of controls . . .2.51, 3.42–.44, 4.09–.10
. Understanding entity’s . . . . . . . 3.28–.29, 3.37,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.01–.10

INTERNAL REVENUE CODE (IRC) . . . . . . . .3.26

INTERNAL REVENUE SERVICE (IRS)
. Determination letters . . . . 7.10, 7.130, 7.161,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.03, 9.08–.10
. ERISA regulations . . . . . . . . . . . . . . . . .1.17, 1.23
. ESOPs . . . . . . . . . . . . . . . . .5.439, 5.474, 5.499,

. . . . . . . . . . . . . . . . . . . . . . 5.615, 5.634, 5.636
. Investigations . . . . . . . . . . . . . . . . . . . . . . . . . 10.10
. Nonmatching company contribution . . . . 5.242
. Opinion letters . . . . . . . . . . . . . . . . . . . . . 9.08–.09
. Participant accounts . . . . . . . . . . . . . . . . . . .5.610
. Plan termination . . . . . . . . . . . . . . . . . . . . . . . 5.104
. Standard plans . . . . . . . . . . . . . . . . . . . . . . . . . 1.31
. Trust termination . . . . . . . . . . . . . . . . . . . . . . 7.159
. Valuation terminology . . . . . . . . . . . . . . . . . .5.608

INVESTIGATIONS . . . . . . . . . . . . . . . . . . . . . . 10.10

INVESTMENT ADVISORY
AGREEMENT . . . . . . . . . . . . . . . . . . . . . . . . 8.09

INVESTMENT ASSET RECORDS . . . . . . . . . 1.37

INVESTMENT CONTRACTS. See insurance
and investment contracts

INVESTMENT MANAGERS OR
ADVISERS . . . . . . . . . . . . . . . . . . . . 5.75, 8.09

INVESTMENT-RELATED
RECEIVABLES . . . . . . . . . . . . . . . . 5.59, 6.66

INVESTMENTS . . . . . . . . . . . . . . . . . . . . 8.01–.173
. Audit planning . . . . . . . . . . . . . . . . . . . 8.115–.125
. Auditing considerations . . . . . . . . . .5.216–.228,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.96–.173
. Cash accounts as . . . . . . . . . . . . . . . . . . 7.33–.35
. Common or collective trusts . . . . . . . 8.39–.41,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.135–.136
. Defined benefit pension plans . . . . . . 6.21–.55,

. . . . . . . . . . . . . . . . . . . . . . . . . 6.144–.152, 8.05
. Defined contribution retirement

plans . . . .5.20–.48, 5.69, 5.77, 5.216–.228
. Derivatives and hedging activities. See

derivatives and hedging
. Direct distinguished from indirect . . . . . . . . 7.49
. ESOPs . . . . . . . . . . . . . 5.438–.442, 5.615–.628
. Financial statement disclosures . . . 5.77, 6.37,

. . . . . . . . . . . . . . . . . . . . . . . . . . 8.84–.95, 8.121
. 401(h) accounts . . . . . .6.48–.55, 6.96, 6.152,

. . . . . . . . . . . . . . . . . . . . 7.05, 7.55–.58, 7.187
. Fully benefit-responsive contracts . . .5.39–.45,

. . . . . . . . . . . . . . . . . . . 5.69, 5.77, 5.226–.227
. Further audit procedures . . . . . . . . . . . . . . 8.113
. Generally . . . . . . . . . . . . . . . . . . . . . . . . . . 8.01–.14
. Health and welfare benefit plans . . . . 7.38–.54,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.180–.187
. Insurance and investment contracts. See

insurance and investment contracts
. Management arrangements . . . . . . . . . 8.04–.14
. Master trusts. See master trusts
. Multiemployer plans . . . . . . . . . . . . . . . . . . . . 8.13
. Nonparticipant-directed . . . . . . . . . . . 5.27, 5.77
. Omnibus accounts . . . . . . . . . . . . . . .5.36, 5.225
. 103-12 entities . . . . . . . . . . . . . . . . . . . . 8.50–.51
. Participant-directed . . . . . . . . . . 5.25–.26, 5.77,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.219–.220
. Presentation of . . . . . . . . . . . . . . . . . . . . . . . . . 7.54
. Private investment funds . . . . . . . . . . . . . . . . 8.48
. Real estate . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.160
. Registered investment companies . . . . . . 5.23,

. . . . . . . . . . . . . . . . . . . 5.69, 8.38, 8.133–.134
. Risk assessment . . . . . . . . . . 8.97–.114, 8.119
. Securities . . . . . . . . . . 8.115–.118, 8.130–.132
. Securities lending . . . . 6.38–.45, 6.66, 6.150,

. . . . . . . . . . . . . . . . . . . . . . . . . . 8.75–.83, 8.162
. Self-directed brokerage accounts . . .5.28–.31,

. . . . . . . . . . . . . . . . . . . . . . . . 5.210, 5.221–.222
. Separately managed accounts . . .5.32, 5.223,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.49
. Service organization use . . . 8.08, 8.104–.107
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INVESTMENTS—continued
. Synthetic guaranteed contracts . . .5.226–.227
. Trust owned life insurance . . . . . . . . . . . . . 7.186
. Trusts. see also master trusts . . . . 5.23, 5.77,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.43, 7.183
. Types . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .8.03
. Unitized accounts . . . . . . . . . . . 5.33–.35, 5.224
. Valuation . . . . . . . . . . . . . .8.15–.34, 8.123–.125
. Value based on investee’s financial

results . . . . . . . . . . . . . . . . . . . . . . . . 8.163–.165

IPG CONTRACTS. See immediate
participation guarantee (IPG) contracts

IRS. See Internal Revenue Service

IT. See information technology

K

KSOP PLAN
. Changes in net assets available for

benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.466
. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.404
. Disclosure . . . . . . . . . . . . . . . . . . . . . 5.474, 5.476
. Forfeitures . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.640
. Mergers and spin-offs . . . . . . . . . . 5.493, 5.664
. Participant loans . . . . . . . . . . . . . . . . . . . . . . 5.449
. Rollover contributions . . . . . . . . . . 5.453, 5.639

L

LAWYERS. See legal counsel

LEGAL COUNSEL
. Audit inquiry to . . . . . . . . . . . . . . . . . . . . . . . . 10.12
. Litigation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.11
. Noncompliance . . . . . . . . . . . . . . . . . .2.119–.120
. As specialist . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.92

LEGAL SETTLEMENTS . . . . . . . . . . . 5.59, 6.66,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.71, 6.166

LETTERS
. Audit engagement . . . . . . . . . . . . . . . . . .2.39–.43
. Audit inquiry to legal counsel . . . . . . . . . . . 10.12
. Engagement letters . . . . . . . . . . 2.35, 2.39–.43,

. . . . . . . . . . . . . . . . . . Exhibit 2-5 at 2.43, 10.40
. IRS opinion letters . . . . . . . . . . . . . . . . . .9.08–.09
. IRS tax determination letters . . . . .7.10, 7.130,

. . . . . . . . . . . . . . . . . . . . 7.161, 9.03, 9.08–.10
. Management representation . . . . . . 2.69, 9.28,

. . . . . . . . . . . . . . . 10.22, Exhibit 10-1 at 10.22
. To plan actuaries . . . . . . . . 6.185, Exhibit 6-1 to

. . . . . . . . . . 6-2 at 6.185, 7.220, 7.227–.228,
. . . . . . . . . . . . . . . . . . . . . . . Exhibit 7-2 at 7.228

LEVEL 1 INPUTS . . . . . . . . . . . . . . . . . . . . . . . . 8.23

LEVEL 2 INPUTS . . . . . . . . . . . . . . . . . . . . . . . . 8.23

LEVEL 3 INPUTS . . . . . . . . . . . . . . . . . . . . . . . . 8.23

LEVERAGED ESOP
. Contributions . . . . . . . 5.451–.452, 5.632–.638
. Debt and interest expense . . . . . . . 5.643–.646
. Debt reporting . . . . . . . . . . . . . . . . . . .5.458–.459
. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.401

LEVERAGED ESOP—continued
. Financial statements . . . . . . . . . . . 5.429, 5.431,

. . . . . . . . . . . . . . . . . . . . . . . . 5.462–.463, 5.466
. Generally . . . . . . . . . .5.402, B-4 to B-8 at 5.801
. Investments and related

income . . . . . . . . . . . . . . . . . . . . . . . . 5.626–.627
. Liquidation . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.500
. Participant allocations . . . 5.408, 5.613, 5.655
. Substantive procedures . . . . . . . . . . . . . . . .5.628
. Terminating or frozen plans . . . . . . 5.666–.669
. Unitization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5.34

LIABILITIES. See accrued liabilities; other
liabilities

LIFE AND HEALTH INSURANCE
CONTRACTS . . . . . . . . . . . . . . . . . . . . . . . . 6.27

LIMITED PARTNERSHIPS . . . . . . . . . . . . . . 8.160

LIMITED-SCOPE AUDITS
. Audit engagement . . . . . . . . . . . . . . . . . . . . . . 2.30
. Auditor’s reports . . .Table at 11.04, 11.57–.79
. Cash balances . . . . . . . . . . .5.211–.213, 5.215,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.143, 7.179
. Changes in service providers . . . . . . . . . . 5.276
. ESOPs . . . . . . . . . . . . . . . . . . . . . . . . . . 5.629–.631
. Exemption . . . . . . . . . . . . . . . . . . . . . . . . . 2.22–.26
. Investments . . . . . . . . . . . . . . . . . . . . . 8.166–.173
. Modifications to . . . Table at 11.76, 11.76–.79
. Notes receivable . . . . . . . . . . . . . . . . . . . . . . 5.232
. Self-directed brokerage

accounts . . . . . . . . . . . . . . . . . . . . . . 5.221–.222
. Service organization use . . . . . . . . . . . . . . . . 4.28
. Service provider changes . . . . . . .5.276, 6.198
. Supplemental schedules . . . . . . . 2.30, Table at

. . . . . . . . . . . . . 11.04, 11.61–.63, 11.73–.79

LIQUIDATION AND LIQUIDATION PLANS.
see also termination of plans

. Auditor’s reports . . . . . . . . 5.110, 6.125, 11.85

. Deemed as imminent . . . . 5.106–.110, 6.120,
. . . . . . . . 6.122, 6.125, 7.149, 7.151, 7.153

. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.128

. Defined benefit pension plans . . . . . . . . . .5.108,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.120–.125

. Defined contribution pension
plans . . . . . . . . . . . . . . . . . . .5.106–.110, 6.123

. Disclosure requirements . . . . . . . 5.110, 6.125,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.156

. Health and welfare benefit
plans . . . . . . . . . . . . . . . . . . . . . . . . . . 7.148–.156

. Imminent liquidation and . . . . . . . . 6.122, 7.153

. Plan approval . . . . . . . . . . . . . . . . . . . . . . . . . 5.108

LIQUIDATION BASIS OF ACCOUNTING
. Auditing considerations . . . . . . . . . . . . . . . . 10.22
. Defined benefit pension plans . . . . 6.120–.125
. Defined contribution retirement

plans . . . . . . . . . . . 5.106, 5.109–.110, 5.273
. ESOPs . . . . . . . . . . . . . . . . . . . . . . . . . . 5.669–.670
. Financial statements prepared using . . . 5.109,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.124, 7.155
. Health and welfare benefit plans . . . . . . . 7.149,

. . . . . . . . . . . . . . . . 7.151–.152, 7.155, 7.156
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822 Employee Benefit Plans

LIQUIDITY SHORTFALLS IN AN
ESOP . . . . . . . . . . . . . B-48 to B-49 at 5.801

LITIGATION . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.11

LOANS
. Allocations in accordance with

ERISA . . . . . . . . . . . . . . . . . . . . . . . .5.434, 5.436
. Defined contribution plan participant

loans . . . . . . . . 5.49–.51, 5.229–.232, 5.449
. Direct distinguished from

indirect . . . . . . . . . . . . . . . . . . . . . . . B-9 at 5.801
. Employer stock purchase

financing . . . . . . . . . . . . . . . . . . . . . . 5.417–.418
. Master trust participant loans . . . . . . . . . . . 5.48

LONG-LIVED ASSETS . . . . . . . 5.64, 6.68, 7.72

LONG-TERM EXPECTED RATES OF
RETURN . . . . . . . . . . . . . . . . . .6.86–.87, 6.89

LOSS CONTINGENCIES . . . . . . . . . . . 10.09–.13

M

MANAGEMENT
. ESOP audit considerations . . . . . . . . . . . . . 5.628
. Fair value . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.07
. Noncompliance . . . . . . . . . . . . . . . . . . . . . . . 2.119
. Override of controls . . . . . . . . . . . . . . . . 3.67–.68
. Representation letter . . . . . .2.69, 9.28, 10.22,

. . . . . . . . . . . . . . . . . . . . . . Exhibit 10-1 at 10.22
. Risk assessment inquiries . . . . . . . . . . 3.16–.17,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Table at 3.22
. Understanding entity, and its environment,

including its internal control . . . . . . . . . . . .3.26

MANAGEMENT’S SPECIALIST
. Agreement with . . . . . . . . . . . . . . . . . . . . . . . . .2.79
. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.65
. Evaluation of work appropriateness . . . . . 2.79,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.87
. Objectivity . . . . . . . . . . . . . . . . . . . . . . . .2.69, 2.75
. Understanding work of . . . . . . . . . . . . . 2.76–.79

MARKET VALUATION APPROACH . . . . . . . 8.20

MASTER TRUSTS
. Auditing considerations . . . 6.151, 8.137–.140
. Defined . . . . . . . . . . . . . . . . . . . . . . 5.48, 8.42–.43
. Defined benefit pension plans . . . . . . 6.46–.47,

. . . . . . . . . . . . . . . . . . . . . . . . 6.106–.107, 6.151
. Defined contribution retirement plans . . . .5.42,

. . . . . . . . . . . . . . . . . . . . 5.48, 5.86–.88, 5.228
. Financial statement

disclosures . . . . . . . . . .6.106–.107, 8.44–.47
. Health and welfare benefit plans . . . . 7.50–.51,

. . . . . . . . . . . . . . . . . . . . . . 7.164, 7.185, 7.215

MATERIAL MISSTATEMENT, RISKS OF. see
also risk assessment

. Audit completion procedures . . . . . . . . . . .10.15

. Claims . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .7.204

. Communication with those charged with
governance . . . . . . . . . . . . . . . . . . . . . . . . . 10.30

. Fraud consideration . . . . . . . . . . . . . . . . 3.56–.71

. Further audit procedures . . . . . . . . . . . 3.40–.42

MATERIAL MISSTATEMENT, RISKS
OF—continued

. Identification and assessment . . . . . . . 3.30–.34

. Investments . . . . . . . . . . . . . . . . . . . . . . . .8.97–.98

. Privately held stock in ESOP plan . . . . . . .5.617

. Related party relationships and
transactions . . . . . . . . . . . . 2.107, 2.113–.114

MATERIALITY, PLANNING . . .3.07–.11, 8.149

MATRIX PRICING . . . . . . . . . . . . . . . . . . . . . . . . 8.16

MEDICARE PRESCRIPTION DRUG,
IMPROVEMENT, AND MODERNIZATION
ACT (2003) . . . . . . . . . . . . . . . . . .7.120–.121

MEDICARE PRESCRIPTION DRUG
SUBSIDY . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.65

MEPs. See multiple employer plans

MERGERS, TRANSFERS, AND SPIN-OFFS
. Defined benefit pension plans . . . . 6.115–.116,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.189–.192
. Defined contribution retirement

plans . . . . . . . 5.99–.102, 5.268–.271, 5.493
. ESOPs . . . . . . . . . .5.493, 5.664, B-50 at 5.801
. Health and welfare benefit

plans . . . . . . . . . . . . . 7.145–.146, 7.230–.233

MISSTATEMENTS. see also material
misstatement, risks of

. Communicating significant findings to those
charged with governance . . . . . . . . 10.29–.30

. Risk assessment . . . . . . . . . . . . . . . . . . . 3.50–.53

MODIFIED CASH BASIS OF
ACCOUNTING . . . . . . . . . . 7.23, 11.27–.34

MODIFIED OPINIONS. see also unmodified
opinions

. Auditor’s specialist . . . . . . . . . . . . . . . . . . . . . .2.94

. Formation . . . . . . . . . . . . . . . . . . . . . . . . 11.11–.14

. Full-scope audits . . . . . . . . . . . . . . . . . . . . . . 11.80

. GAAP departures . . . . . . . . . . . . . . . . . . . . . . 11.83

. Limited-scope audits . . . . . . . . . . . . . . . . . . .11.79

. Prohibited transactions . . . . . . . . . . . . . . . . 11.56
MONEY PURCHASE PENSION

PLANS . . . . . . . .1.09, 5.03, Table at 5.05,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.403

MORTALITY OR MORBIDITY RISK . . .6.27–.28

MORTALITY TABLES AND
PROJECTIONS . . . . . . . . . . . . . . . . . 6.90–.91

MULTIEMPLOYER PLANS
. Auditing considerations . . . . . . . . . .5.243–.246,

. . . . . . . . . . . . . . . . . . 6.160–.164, 6.187–.188
. Auditor’s reports . . . . . . . . . . . . . . . . . . . . . . 11.80
. Communication with those charged with

governance . . . . . . . . . . . . . . . . . . . . . . . . . . .2.33
. Contributions . . . . . . . . . . . . . . 6.65, 6.160–.164
. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.27
. Investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.13
. Operating assets . . . . . . . . . . . . . . . . . . . . . . 5.256
. Single employer plans distinguished

from . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.160
. Trusts . . . . . . . . . . . . . . . . . . . . . . . . . . 7.06, 7.215

AAG-EBP LIQ ©2016, AICPA

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



Subject Index 823

MULTIPLE EMPLOYER PLANS (MEPs)
. Administration and operation . . . . . . 1.25, 1.27
. Communication with those charged with

governance . . . . . . . . . . . . . . . . . . . . . . . . . . .2.33
. Defined benefit pension plans . . . . 6.160–.164,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.168–.169
. Defined contribution retirement

plans . . . . . . . . . . . . . . . . . . . . . . . . . . 5.243–.246

MUTUAL FUNDS . . . . . . . . . . . 8.38, 8.133–.134

N

NAV. See net asset value

NET ASSET VALUE (NAV)
. ESOPs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5.474
. Per share . . . . . . . . . 8.23, 8.25–.26, 8.33–.34,

. . . . . . . . . . . . . . . . . . . . . . . 8.40, 8.144, 8.165
. Separately managed accounts . . . . . . . . . . 8.49

NET ASSETS AVAILABLE FOR BENEFITS
. Accrued liabilities . . . . . . . 5.65–.67, 6.69–.71,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.73–.74
. Cash balances . . . . . . . . . . 5.16–.19, 6.16–.20,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.33–.37
. Changes in. See changes in net assets

available for benefits
. Contributions . . . . . . . . . . . 5.52–.58, 6.56–.65,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.59–.62
. Defined benefit pension plans . . . . . . . 6.16–.71
. Defined contribution retirement

plans . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.13–.67
. Deposits with and receivables from insurance

companies and other service
providers . . . . . . . . . . . . . . . . . . . . . . . . 7.66–.70

. ESOP . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.430–.461

. Financial statement disclosures . . . . . . . . . .7.54

. Forfeitures . . . . . . . . . . . . . . . . . . . . . . . . .5.60–.62

. 401(h) accounts . . . . . . . . . 6.48–.55, 7.55–.58

. Health and welfare benefit plans . . . . .7.32–.74

. Investments . . . . . . . . . . . . .5.20–.48, 6.21–.55,
. . . . . . . . . . . . . . . . . . . . . . . 7.38–.54, 8.35–.37

. Operating assets . . .5.63–.64, 6.68, 7.71–.72

. Other receivables . . . . . . 5.59, 6.66, 7.63–.65

. Participant allocations . . . . . . . 5.14–.15, 5.613

. Participant loans . . . . . . . . . . . . . . . . . . . 5.48–.51

. Reporting . . . . . . . . . . . . . . . . . . . . . . . . 5.13, 7.32

. Rollover contributions . . . . . . . . . . . . . . 5.57–.58

. Statement of . . .6.14–.15, Table at 6.15, 7.32

NETTING ARRANGEMENTS . . . . . . . . . . . . .5.90,
. . . . . . . . . . . . . 7.135–.138, 8.75–.77, 8.90

NON-LEVERAGED ESOPs. see also employee
stock ownership plans . . . . .5.401, 5.450

NONATTEST SERVICES, AUDIT
SCOPE . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.43

NONCOMPLIANCE . . . . 2.116–.123, 9.04–.05

NONCONTRIBUTORY PLANS . . . . . . . . . . . . 1.29

NONDISCRIMINATION
TESTS . . . . . . . . . . Table at 9.11, 9.11–.13

NONPARTICIPANT-DIRECTED
INVESTMENTS . . . . . . . . . . . . . . . .5.27, 5.77

NONPUBLIC COMPANIES, FAIR VALUE
FINANCIAL STATEMENT
DISCLOSURES . . . . . . . . . . . . . . . . . . . . . . 8.30

NONSTANDARDIZED PROTOTYPE
PLANS . . . . . . . . . . . . . . . . . . . . . . . . . .9.07–.08

NOTES RECEIVABLE. See participant loans

NOTES TO FINANCIAL STATEMENTS . . .5.79,
. . . . . . . . . . . . . . . . . 5.86, 6.98, 7.132, 8.45

NOTIONAL PRINCIPAL . . . . . . . . . . . . . . . . . . 8.68

O

OBJECTIVITY . . . . . . . . . . .2.67, 2.69, 2.74–.75

OBSERVATION, RISK
ASSESSMENT . . .3.20–.22, Table at 3.22

OCBOA. See other comprehensive bases of
accounting

OFFSETTING DERIVATIVES AND
HEDGING . . . . . . . . 5.82–.85, 6.102–.105,
. . . . . . . . . . . . . . . . . . . 7.135–.138, 8.75–.78

OFFSETTING REPURCHASE AGREEMENTS
AND SECURITIES
LENDING . . . . . .6.102–.105, 7.135–.138,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.75–.78

OFFSHORE PARTNERSHIPS . . . . . . . . . . . .8.160

OMITTED INFORMATION
. Prohibited transactions with parties in

interest . . . . . . . . . . . . . . . . . . . . . . . . . 11.54–.55
. In supplementary schedule . . . . Table at 11.49,

. . . . . . . . . . . . . . . . . . . . . . . . . 11.49–.50, 11.52

OMITTED SCHEDULE, AUDITOR’S
REPORTS . . . . . . . . . . . . . . . . . . 11.51, 11.78

OMNIBUS ACCOUNTS . . . . . . . . . . . 5.36, 5.225

103-12 ENTITIES . . . . . . . . . . . . . . . . . . . 8.50–.51

OPEN ENROLLMENT, AND EMPLOYEE
COMMUNICATION . . .A-7 to A-8 at 7.240

OPERATING ASSETS
. Defined benefit pension plans . . . . . . . . . . . 6.68,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.168–.170
. Defined contribution retirement

plans . . . . . . . . . . . . . . . .5.63–.64, 5.255–.256
. Health and welfare benefit plans . . . . 7.71–.72,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.199
. Multiemployer plans . . . . . . . . . . . . . . . . . . . 5.256

OPERATION AND ADMINISTRATION. See
administration and operation

OPINION, ESOP FAIRNESS . . . . . . . . . . . . .5.448

OPINION LETTERS, IRS . . . . . . . . . . . . .9.08–.09

OPINION ON FINANCIAL STATEMENTS
. Adverse . . . . . . . . . . . . . . Table at 11.13, 11.21,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . Table at 11.49
. Auditing considerations . . . . . . . . . . . . . . . . . 2.94
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824 Employee Benefit Plans

OPINION ON FINANCIAL
STATEMENTS—continued

. Formation of . . . . . . . . . . . . . . 11.02, 11.07–.14

. Full-scope audits . . . . . . . . . . . . . . . . . . 11.20–.21

. Limited-scope audits . . . . . . . . . . . . . . . . . . .11.79

. Qualified . . . . . . . . . . . . . . Table at 11.13, 11.20,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . Table at 11.49

. Unmodified. See unmodified opinions

OPTIONS . . . . . . . . . . . . . . . . .5.413, 5.446, 8.68

OTHER COMPREHENSIVE BASES OF
ACCOUNTING (OCBOA) . . . . . . .6.09, 7.21

OTHER LIABILITIES, ESOPs . . . . . . . . . . . 5.461,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.648–.651

OTHER-MATTER PARAGRAPHS
. DOL information contains errors, omissions, or

inconsistencies . . . . . . . . . . . . . .Table at 11.49
. Full-scope audits . . . . . . . . . . .11.19–.20, 11.22
. Limited-scope audits . . . . . . . . . . .11.62, 11.70,

. . . . . . . . . . . . . . . . . 11.75–.78, Table at 11.76
. Prior period financial statements not

audited . . . . . . . . . . . . . . . . . . . . . . . . . 11.88–.90

OTHER RECEIVABLES
. Defined benefit pension plans . . . . . . . . . . . 6.66,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.165–.167
. Defined contribution retirement plans . . . .5.59,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.249–.251
. ESOPs . . . . . . . . . . . . . . . . . . . . . . . . . . 5.450–.454
. Health and welfare benefit plans . . . . 7.63–.65,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.193–.195

OVERALL RESPONSES . . . . . . . . . . . .3.39, 3.66

OVERRIDE OF CONTROLS . . . . . . . . . . 3.67–.68

P

PARTIAL FREEZE . . . . . . . . . . . . . . . . . . . . . . .6.126

PARTICIPANT ACCOUNTS AND
ALLOCATIONS . . . 5.14–.15, 5.208–.210,
. . . . . . . . . . . . . . . 5.406–.408, 5.432–.436,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.610–.613

PARTICIPANT BENEFITS, DISTRIBUTIONS,
AND WITHDRAWALS,
ESOPs . . . . . . . . . 5.468–.470, 5.652–.658

PARTICIPANT DATA
. Auditing considerations . . . .2.23, 2.48, 2.136,

. . . . . . . . . . . . . . . . . . . . . . . . 5.632, 6.182–.188
. Confidentiality of . . . . . . . 7.13–.15, C-9 to C-10

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . at 7.242
. Electronic . . . . . . . . . . . . . . . . . . . . . . . . . . . . .6.157
. Health and welfare benefit plans . . . . 7.13–.15,

. . . . . . . . . . 7.224–.228, C-9 to C-10 at 7.242
. Multiemployer plans . . . . . . . . . . . . . 6.160–.162
. Substantive procedures . . . . . . . . . . . . . . . .6.177

PARTICIPANT-DIRECTED BROKERAGE
ACCOUNTS . . . . . . . . . . . . . . . . . . . . . . . . . 5.30

PARTICIPANT-DIRECTED
INVESTMENTS . . . . . . . . . . 5.25–.26, 5.77,
. . . . . . . . . . . . . . 5.219–.220, 5.432, 5.613

PARTICIPANT LOANS, DEFINED
CONTRIBUTION RETIREMENT
PLANS . . . . 5.48–.51, 5.229–.232, 5.449

PARTICIPANT RECORDS . . . . . . . . . . . . . . . . 1.37

PARTIES IN INTEREST. see also related
parties

. Auditing considerations . . . .2.96–.104, 2.110,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.125

. Auditor’s report disclosure . . . . . . . . . . . . . 2.125

. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.96

. Defined contribution retirement plans . . . 5.267

. ESOPs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5.492

. Prohibited transactions . . . . . . . . . . . 2.98–.104,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.54–.56

. Understanding entity, and its environment,
including its internal control . . . . . . . . . . . .3.26

. Understanding entity’s relationships and
transactions . . . . . . . . . . . . . . . . . . . . . . . . . 2.110

PASS-THROUGH DIVIDENDS, ESOP
AUDITS . . . . . . . . . . . . .5.626, 5.628, 5.654

PATIENT PROTECTION AND AFFORDABLE
CARE ACT (2010) . . . . . . . . . . A-2 at 7.240

PAYROLL DATA FOR AUDIT
PLANNING . . . . . . . . . . . . . . . . . . . . . 2.49–.53

PAYROLL PROCEDURES . . . . . . . . . .6.163, A-9
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . at 7.240

PAYROLL PROCESSING COMPANIES. see
also service organizations . . . . . . . . . .4.15

PAYROLL TESTING
. Audit planning . . . . . . . . . . . . . . . . . . . . . . . . . . 2.48
. Defined benefit pension plans . . . . . . . . . .6.156,

. . . . . . . . . . . . . . . . . . . . . . . . 6.159, 6.162–.163
. Defined contribution retirement

plans . . . . . . . . . . . . . . . . . . . . . . . . 5.239, 5.245
. Health and welfare benefit plans . . . . . . . .7.191

PBGC. See Pension Benefit Guaranty
Corporation

PENSION BENEFIT GUARANTY
CORPORATION (PBGC) . . . . . . 1.17, 6.59,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.10

PENSION EQUITY PLANS . . . . . . . . .1.11, 6.04,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.186

PENSION PLANS. See defined benefit
pension plans

PENSION PROTECTION ACT
(PPA) . . . . . . . . . . . . . . . . . . . . .6.60–.61, 6.87

PERFORMANCE MATERIALITY . . . . . . . . . . 3.10

PHI. See protected health information
PLAN, DEFINED . . . . . . . . . . . . . . . . . . . . . . . . . 1.08
PLAN AGREEMENT, FINANCIAL STATEMENT

DISCLOSURES . . . . . . . . . . . . . . . . 5.77, 6.96
PLAN AMENDMENTS . . . . . . 5.77, 6.83, 6.96,

. . . . . . . . . . . . . . . . 6.126–.128, 7.122–.123
PLAN EVENTS, RECOGNITION

OF . . . . . . . . . . . . . . . . . . . 7.122–.124, 7.129

AAG-EBP OPI ©2016, AICPA

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



Subject Index 825

PLAN EXPENSES. See expenses

PLAN INSTRUMENTS . . . . . . . . . . . . . . . . . . . .1.31

PLAN SPONSORS
. Audit planning . . . . . . . . . . . . . . . . . . . . . . . . . . 2.60
. Coordination of audits . . . . . . . . . . . . . . . . . . 2.48
. Defined benefit pension plans . . . . . A-3 and A-4

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . at 6.200
. Defined contribution retirement

plans . . . . . . . . . . . . . 5.75, A-8 to A-9 at 5.800
. Direct assistance from . . . . . . . . . . . . . . . . . . 2.57
. ESOPs . . . . . . . . . . . . . . . . B-10 to B-12 at 5.801
. Service organization transactions . . . . . . . .2.64

PLAN TERMINATION. See termination of
plans

PLANNING. See audit planning

POOLED SEPARATE ACCOUNTS (PSAs)
. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.66
. Defined contribution retirement plan

investments . . . . . . . . . . . . . . . . . . . . . . . . . . 5.37
. Fully benefit-responsive investment

contracts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.42
. Generally . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5.23
. Health and welfare benefit plans . . . . . . . . . 7.49
. Substantive audit procedures . . . . .8.144–.145

POSTEMPLOYMENT BENEFITS, HEALTH AND
WELFARE BENEFIT
PLANS . . . . . . . . . 7.104–.110, 7.221–.223

POSTRETIREMENT BENEFITS, HEALTH AND
WELFARE BENEFIT PLANS . . . . 7.24–.25,
. . . . . . . . . . . . . . . . 7.111–.124, 7.224–.228

PPA. See Pension Protection Act

PREDECESSOR AUDITORS . . . . . . 2.134–.135,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.184

PREMIUM DEFICITS, HEALTH AND WELFARE
BENEFITS PLANS . . . . . . . . . . . . . . . . . .7.101

PREMIUMS . . . . . . . . . . . . . .7.66–.70, 7.79–.83,
. . . . 7.99–.101, 7.210–.212, 7.217–.220

PRESENTATION, FAIR, OF AUDITING
REPORT . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.08

PRINCIPAL AND INTEREST METHOD,
ESOPs . . . . . . . . . . . . . . . . . . . . . 5.420, 5.451

PRINCIPAL ONLY METHOD, ESOPs . . . .5.420

PRIOR PERIOD FINANCIAL STATEMENTS
NOT AUDITED . . . . . . . . . . . . . . . . .11.88–.90

PRIOR YEAR
. Accumulated plan benefits and participant

census data . . . . . . . . . . . . . . . . . . . . . . . . . 6.184
. Limited-scope audit in . . . . . . . . . . . . 11.65–.67,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.70–.71

PRIVACY . . . . 7.13–.15, C-9 to C-10 at 7.242

PRIVATE EQUITY FUNDS . . . . . . . . . . . . . . .8.160

PRIVATE INVESTMENT FUNDS . . . . . . . . . . 8.48

PRIVATELY HELD STOCK IN ESOP
. Audit considerations . . . . . . 5.627–.628, 5.629
. Distribution of . . . . . . . . . . . . . . . . . . . . . . . . . 5.652
. Frozen plans . . . . . . . . . . . . . . . . . . . . . . . . . . 5.667
. Material misstatement risk . . . . . . . . . . . . . 5.617
. Valuation of . . . . . . . . . . . . . . . . . . . . 5.604, 5.624

PROFESSIONAL JUDGMENT . . . . 1.02, 2.137,
. . . . . . . . . . . . . . 3.02, 3.08, Table at 11.13

PROFIT SHARING PLANS . . . . . . . . .1.09, 5.03,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . Table at 5.05

PROHIBITED TRANSACTIONS
. Auditor’s report . . . . . . . . . . . . . . . . . . . 11.53–.56
. ESOPs . . . . . . . . . 5.461, 5.492, 5.627, 5.648,

. . . . . . . 5.650, 5.669, B-28 to B-39 at 5.801
. Financial statement disclosure

effects . . . . . . . . . . . . . . . . . . . . . . . . 2.121–.122
. Related party and party in interest

transactions . . . . . . . . . . . . . . . . . . . . 2.98–.104

PROPERTY AND EQUIPMENT . . . . . . 5.63–.64,
. . . . . . . . . . . . . . . . . . . . . . . 5.255–.256, 6.68,
. . . . . . . . . . . . . . . . . . . 6.168–.170, 7.71–.72

PROTECTED HEALTH INFORMATION
(PHI) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.14

PROTOTYPE PLANS . . . . . . . . . . . . . . . . 9.07–.08

PSA. See pooled separate accounts

PUBLIC COMPANY ACCOUNTING OVERSIGHT
BOARD (PCAOB)

. Auditor’s reports . . . . . . . . . . . . . . . . . . . . . . . 1.24

. SEC reporting requirements . . . . . . . . . . . . 1.20,
. . . . . . . . . . . . 5.280–.282, 11.03, 11.40–.42

PUBLIC CORPORATIONS, DEFINED AS
GOVERNMENT ENTITY . . . . . . . . . . . . . .1.06

PUBLICATIONS, INTERPRETIVE . . . . . . . . . 2.10

PURCHASE RATES AS OF THE BENEFIT
INFORMATION DATE . . . . . . . . . . . 6.88–.89

PUT OPTIONS, ESOPs . . . . . . . . . 5.413, 5.446,
. . . . . . . . . . . . . . . . . . . 5.653, 5.656, B-23 to
. . . . . . . . . . . . . . . . . . . . . . . . . . . B-24 at 5.801

Q

QDRO. See qualified domestic relation orders
QUALIFIED APPRAISAL, ESOPs . . . . . . . . . . . B-9

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . at 5.801
QUALIFIED APPRAISER, ESOPs . . . . . . . 5.444,

. . . . . . 5.473, 5.624, 5.628, B-9 at 5.801
QUALIFIED DOMESTIC RELATION ORDERS

(QDRO) . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.656
QUALIFIED OPINIONS . . . . . . . . Table at 11.13,

. . . . . . . . . . . . . . . . . . . 11.20, Table at 11.49
QUALIFIED REPORTS . . . . . . . . . . .11.52, 11.54
QUALIFIED RETIREMENT PLANS . . .9.02–.03,

. . . . . . . . . . . . . . . . . . . . . . . . . 9.15, 9.27, 9.29

QUALIFYING EMPLOYER SECURITIES, ESOP
INVESTMENT IN . . . . . . . . . . . 5.438, 5.615
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826 Employee Benefit Plans

QUALITY CONTROL
. Client acceptance and

continuance . . . . . . . . . . . . . . . . . . . . . . 2.11–.16
. Review, audit engagement . . . . . . . . . . 2.17–.18

R

RAP. See remedial amendment period

REAL ESTATE INVESTMENTS . . . . . . . . . . 8.160

REBALANCING OF ESOP . . . . . . . . . . . . . . .5.408

REBATES . . . . . . . . . . . . . . . . . . . . . . . . 7.64, 7.131

RECOGNITION OF PLAN
EVENTS . . . . . . . . . . . . . .7.122–.124, 7.129

RECONCILIATIONS . . . . . .1.37, 5.210, 5.237,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.613

RECORDKEEPERS
. Changes in . . . . . . . 5.112, 5.275–.277, 6.130,

. . . . . . . . . . . 6.197–.199, 7.166, 7.237–.239
. Investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.14
. Recordkeeper statements . . . . . . . . . . . . . . .1.37

RECORDKEEPING COMPANIES. see also
service organizations . . . . . . . . 4.15, 4.19

RECORDS AND RECORDKEEPING. see also
financial statements

. Accounting . . . . . . . . . . . . . . . . . . . . . . . . 1.35–.37

. Defined benefit pension plans . . . . . . . 6.07, A-5
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . at 6.200

. Defined contribution retirement plans . . . .5.08,
. . . . . . . . . . . . . . . . . . . 5.48–.51, A-10 at 5.800

. ERISA requirements . . . . . . . . . . . . . . .5.08, 6.07

. ESOPs . . . . . . . . . . . . . . . . . . .5.423–.424, 5.435

. Health and welfare benefit plans . . . . . . . 7.190,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.208, 7.225

. Inspection of related party . . . . . . 2.109, 2.111

. Participant loans . . . . . . . . . . . . . 5.48, 5.49–.51

REFUNDS . . . . . . . . . . . . . . . . . . . . . . . .7.64, 7.131

REGISTERED INVESTMENT COMPANIES
(RIC) . . . . . .5.23, 5.69, 8.38, 8.133–.134

RELATED PARTIES. see also parties in
interest

. Audit engagement team
communication . . . . . . . . . . . . . . . . . . . . . . 2.112

. Auditing considerations . . . . 2.95, 2.105–.114

. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.95

. Expenses paid to . . . . . . . . . . . . . . .5.267, 6.181

. Financial statement disclosures . . . .5.77, 6.96

. Inspections of records or
documents . . . . . . . . . . . . . . . . . . . 2.109, 2.111

. Material misstatement risk
response . . . . . . . . . . . . . . . . . . . . . . 2.113–.114

. Prohibited transactions . . . . . . . . . . . . . . . . 11.56

. Understanding entity’s relationships and
transactions . . . . . . . . . . . . . . . . . . . 2.107–.109

RELEVANT ASSERTIONS. See assertions

REMEDIAL AMENDMENT PERIOD
(RAP) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .9.08

REPORTING ENTITY, HEALTH AND WELFARE
BENEFIT PLANS . . . . . . . . . . . . . . . .7.08–.11

REPORTING REQUIREMENTS, GENERALLY.
see also auditor’s reports; financial
statements . . . . . . . . . . . . . . . . . . . . . 1.13–.21

REPRESENTATIONS
. Audit completion procedures . . . . . . . . . . 10.10,

. . . . . . . . . . . 10.16–.22, Exhibit 10-1 at 10.22
. Auditing considerations . . . . . . . . . . 2.69, 2.120
. Tax status . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .9.28

REPURCHASE AGREEMENTS
. Derivatives . . . . . . . . . . . . . . . . . . . . . . . . .5.82–.85
. ESOPs . . . . . . . . . . . . . . . . B-25 to B-27 at 5.801
. Offsetting . . . . . . . . . .6.102–.105, 7.135–.138,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.75–.78

REPURCHASE LIABILITY (REPURCHASE
OBLIGATION) . . . . . . . . . . . . . . . B-9 at 5.801

RESHUFFLING OF ESOP . . . . . . . . . . . . . . . 5.408

RETIRED LIFE FUND . . . . . . . . . . . . . . . . . . . . .8.62

RETIRED PENSIONER MORTALITY
(RP) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.91

RETIREE CONTRIBUTIONS . . . . . .A-14 to A-15
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . at 7.240

REVENUE FROM CONTRACTS WITH
CUSTOMERS . . . . . . . . Update 5-1 at 5.64,
. . . . . . . . . . . . . . . . 6.68, Update 7-1 at 7.72

REVENUE SHARING, PLAN
EXPENSES . . . . . . . . . . . . . . . . . . . . . . . . . . 5.75

RIC. See registered investment companies

RIGHTS OF SETOFF . . . . . . . . . . . . . . . . . . . . 7.136

RISK ASSESSMENT . . . . . . . . . . . . . . . . .3.01–.71
. Audit documentation . . . . . . . . . . . . . . . .3.54–.55
. Claims payments . . . . . . . . . . 7.204, Appendix C

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . at 7.242
. ESOPs . . . . . . . . . . . . . . . . . . .5.609, 5.616–.618
. Fraud . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .3.56–.71
. Further audit procedures . . . . . . . . . . . 3.30–.49
. Generally . . . . . . . . . . . . . . . . . . . . . . . . . . 3.01–.06
. Health and welfare plans . . . . . . . . . 7.167–.170
. Initial audits . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.138
. Investment contracts . . . . . . . . . . . . . . . . . . 6.148
. Investments . . . . . . . . . . . . . . . 8.97–.114, 8.119
. Misstatement evaluation. see also substantive

procedures . . . . . . . . . . . . . . . . . . . . . . .3.50–.53
. Noncompliance . . . . . . . . . . . . . . . . . . . . . . . 2.120
. Planning materiality . . . . . . . . . . . . . . . . .3.07–.11
. Related party relationships and

transactions . . . . . . . . . . . . . . . . . . . . . . . . . 2.108
. Understanding entity, and its environment,

including its internal control . . . . . . .3.12–.29,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.37

RISKS AND UNCERTAINTIES
. Defined benefit pension plans . . . . 6.110–.114
. Defined contribution retirement

plans . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.91–.94
. ESOPs . . . . . . . . . . . . . . . . . . .5.474, 5.486–.490
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RISKS AND UNCERTAINTIES—continued
. Financial statement

disclosures . . . . . . 6.110–.114, 7.141–.144,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.91–.92

. Health and welfare benefit
plans . . . . . . . . . . . . . . . . . . . . . . . . . . 7.141–.144

. Investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.06

ROLLOVER CONTRIBUTIONS . . . . . . 5.57–.58,
. . . . . . . . . . . . . . . . 5.69, 5.99, 5.247–.248,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.453, 5.639

RP. See retired pensioner mortality

S

S CORPORATIONS, ESOPs . . . . 5.405, 5.411,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.466, 5.472

SARBANES-OXLEY ACT (SOX)
(2002) . . . . . . . . . . . . 1.20–.21, 1.24, 2.43,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.280–.281

SAVINGS PLANS . . . . . . . . . . . . . . . . . . 1.09, 1.20
SCHEDULE OF CHANGES MADE TO THE TEXT

FROM PREVIOUS EDITION . . . . Appendix I
SCOPE OF AUDIT. See audit scope
SECURED BORROWINGS . . . . . . . . . . . . . . . . 6.39
SECURITIES. see also

investments . . . 8.115–.118, 8.130–.132
SECURITIES ACT OF 1933 (THE 1933

ACT) . . . . . . . . . . . . . . . . . . . . . . . . . 5.278–.279
SECURITIES AND EXCHANGE COMMISSION

(SEC)
. Defined contribution retirement plan reporting

requirements . . . . . . . . . . . . . . . . . . 5.278–.283
. ERISA reporting requirements . . . . . . . 1.20–.21
. ESOP requirements . . . . . . . . . . . . . .5.35, 5.424
. Reporting requirements . . . . . . . . . . . . . . . .11.24

SECURITIES EXCHANGE ACT (THE 1934
ACT) . . . . . . . . . . . . . . . . .1.20, 5.278, 5.283

SECURITIES LENDING
. Arrangements . . . . . . . . . . . . . . . .8.79–.83, 8.95
. As asset available for benefits . . . . . . 6.38–.45,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.66
. Audit procedures . . . . . . . . . . . . . . .6.150, 8.162
. Collateral . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.38
. Financial statement disclosures . . . . . 5.82–.85
. Offsetting . . . . . . . . . .6.102–.105, 7.135–.138,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.75–.78
. Selling or repledging . . . . . . . . . . . . . . . 6.40–.42

SELF-DIRECTED ACCOUNTS . . . . . . . . . . . . 8.04

SELF-DIRECTED BROKERAGE
ACCOUNTS . . . . . . . . . . . . 5.28–.31, 5.210,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.221–.222

SELF-FUNDED PLANS . . . . . . . . . . . . . . . . . . . 1.34

SEPARATE ACCOUNTS . . . . . 8.63–.66, 8.144

SEPARATE-SEPARATE ACCOUNTS . . . . . .8.65

SEPARATELY MANAGED ACCOUNTS . . .5.32,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.223, 8.49

SERVICE ORGANIZATION CONTROL
REPORTS. See SOC 1 reports

SERVICE ORGANIZATIONS
. Auditing considerations . . . . . . . . . . . . . . . . . 2.64
. ESOPs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5.502
. Internal control . . . . . . . . . . . . . 4.11–.28, 8.107,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Appendix B
. Investment activities . . . . . . . 8.08, 8.104–.107
. Revenue sharing, plan expenses . . . . . . . . . 5.75
. Transactions processed by . . . . . . . . . . . . . .2.64

SERVICE PROVIDERS. See third-party service
providers

SETTLEMENT TYPE RATE . . . . . . . . .6.88, 6.89

SETTLOR FUNCTIONS . . . . . . . . . . . . . . . . . . .5.74

SHARE RELEASE METHOD, ESOPs . . . .5.420,
. . . . . . . . . . . . . . . . . . . . 5.451, 5.612, 5.643

SIGNIFICANT FINDINGS FROM
AUDIT . . . . . . . . . . . . . . . . . . . . . . . . . 10.27–.35

SIGNIFICANT RISK . . . . . . . . . . . . . . . . . .3.35–.36

SIMPLE PLANS . . . . . . . . . . . . . . . . .Table at 5.05

SINGLE EMPLOYER PLANS . . . . . . . . 1.25–.26,
. . . . . . . . . . . . . . . . . . . . . . 2.33, 5.243, 6.160

SMALL PENSION PLAN AUDIT WAIVER
(SPPAW) . . . . . . . 2.27, Exhibit 2-4 at 2.27

SOA. See Society of Actuaries

SOC 1 REPORTS
. Bank trust departments . . . . . . . . . . . . . . . . . 4.28
. Benefit distributions . . . . . . . . . . . . 5.262, 6.177
. Claims or benefit payments . . . . . . . . . . . . . 4.27
. Communication of internal control matters

identified in audit . . . . . . . . . . . . . . . . . . . . .10.37
. Communication with those charged with

governance . . . . . . . . . . . . . . . . . . . . . . . . . 10.37
. Type 2 reports . . . . . 4.21, 4.23, 8.128, 10.37
. Use and evaluation of . . .4.24–.26, Appendix B

SOCIETY OF ACTUARIES (SOA) . . . . . . . . . 6.91

SOFT FREEZE . . . . . . . . . . . . . . . . . . . . . . . . . . 6.126

SOURCE DATA RELIABILITY . . . . . . . . 2.85–.86

SOX. See Sarbanes-Oxley Act

SPECIAL PURPOSE
FRAMEWORK . . . . . . . . . . . . . . . . . 11.26–.34

SPECIALISTS . . . . . . . . . . . . . . . . . . . . . . . 2.65–.94
. Agreement with . . . . . . . . . . . . . . . . . . . . 2.78–.79
. Audit planning . . . . . . . . . . . . . . . . . . . . . .2.58–.59
. For auditors. See auditor’s specialist
. Auditor’s report effects . . . . . . . . . . . . . 2.93–.94
. Background . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.65
. Decision to use work of . . . . . . . . . . . . .2.66–.94
. ESOP engagement . . . . . . . . . . . . . . 5.620–.625
. Evaluation of work adequacy . . . . . . . . 2.80–.86
. Evaluation of work appropriateness . . . . . 2.79,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.87
. Investments . . . . . . . . . . . . . . . . . . . . . . . . . . .8.103
. For management. See management’s specialist
. Qualifications . . . . . . . . . . . . . . . . . . . . . . 2.67–.75
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828 Employee Benefit Plans

SPECIALISTS—continued
. Types . . . . . . . . . . . . . . . . . . . . . . . 2.65, 2.88–.92
. Understanding work of . . . . . . . . . . . . . 2.76–.79

SPIN-OFFS. See mergers, transfers, and
spin-offs

SPPAW. See small pension plan audit waiver

STANDARDIZED PROTOTYPE
PLANS . . . . . . . . . . . . . . . . . . . . . . . . . .9.07–.08

STATEMENT OF CASH FLOWS . . . . 5.18, 6.19

STATEMENT OF CHANGES IN NET ASSETS
AVAILABLE FOR BENEFITS . . . . 5.68–.76,
. . . . . 6.14–.15, Table at 6.15, 6.72–.78,
. . . . . . . . . . . . . . . . . . . . 6.94, 7.75–.87, 8.37

STATEMENT OF NET ASSETS AVAILABLE
FOR BENEFITS . . . . . . . . . . 6.14–.15, Table
. . . . . . . . . . . . . . . . . . . . . . . . . . . . at 6.15, 7.32

STOCK BONUS PLANS. see also employee
stock ownership plans . . . . . . . 1.09, 5.03,
. . . . . . . . . . . . . Table at 5.05, 5.400, 5.403

STOP LOSS . . . . . . . . . . . . . . . . . 7.80–.83, 7.131

SUBCUSTODIAL AGREEMENTS . . . . . . . . . .8.10

SUBCUSTODIAL ARRANGEMENTS . . . . . 8.108

SUBSEQUENT EVENTS . . . . . . . . 5.491, 5.670,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.14

SUBSIDIES . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .7.65

SUBSTANTIAL DOUBT, AND GOING
CONCERN . . . . . . . . . . . . . . . . . . . . . . . . . 2.132

SUBSTANTIVE PROCEDURES
. Accrued liabilities . . . . . . . 5.259, 6.173, 7.202
. Accumulated plan benefits . . . . . . . . . . . . . 6.184
. Alternative investments . . . . . . . . . . . . . . . . 8.160
. Benefit payments . . . . . . . . . . . . . . . . . . . . . .6.177
. Cash balance and pension equity

plans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .6.187
. Cash balances . . . . 5.214–.215, 6.142, 7.179
. Claims payable, IBNR claims, and premiums

due to insurance entities . . . . . . . . . . . . . 7.219
. Common or collective trusts . . . . . . . . . . . 8.136
. Contributions . . . . . . 5.237–.246, 5.635–.636,

. . . . . 6.155–.156, 6.160–.164, 7.190–.192
. Debt and interest expense . . . . . . . . . . . . . 5.646
. Defined benefit pension plans . . . . . . . . . .6.134,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.136–.138
. Defined contribution retirement

plans . . . . . .5.216–.228, 5.237–.246, 5.270
. Deposits with and receivables from insurance

companies and other service
providers . . . . . . . . . . . . . . . . . . . . . . . . . . . .7.198

. Derivatives . . . . . . . . . . . . . . . . . . . . . . 8.150–.155

. Eligibility credits . . . . . . . . . . . . . . . . . . . . . . .7.223

. Employer advances . . . . . . . . . . . . . . . . . . . 5.651

. Floor price protection . . . . . . . . . . . . . . . . . .5.662

. Forfeitures . . . . . . . . . . . . . . . . . . . . .5.254, 5.642

. Generally . . . . . . . . . . . . . . . . . . . . . . . . . . 3.45–.49

. Health claims . . . . . . . . . . . . . . . . . . . . . . . . . 7.207

. Insurance and investment
contracts . . . . . . . . . . . . . . . . . . . . . . 8.142–.145

SUBSTANTIVE PROCEDURES—continued
. Insurance premiums . . . . . . . . . . . . . . . . . . . 7.212
. Investments . . . . . . . . . . . . . 5.216–.228, 5.628,

. . . . . 6.146–.152, 7.182–.187, 8.128–.162
. Master trusts . . . . . . . . . . . . . . . . . . . .8.137–.140
. Mergers, transfers, and spin-offs . . . . . . 6.191,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.232–.233
. Multiemployer plans . . . . . . . . . . . . . 6.160–.164
. Mutual funds . . . . . . . . . . . . . . . . . . . . . . . . . . 8.134
. Notes receivable . . . . . . . . . . . . . . . . . . . . . . 5.231
. Operating assets . . . . . . . . . . . . . . . . . . . . . . 6.170
. Other receivables . . . . . . . 5.251, 6.167, 7.195
. Participant accounts and

allocations . . . . . . . . . . . . . . . . . . . 5.210, 5.613
. Participant benefits, distributions, and

withdrawals . . . . . . . . . . . . . . . . . . 5.262, 5.658
. Participant data . . . . . . . . . . . . . . . . . 7.226–.227
. Plan expenses . . . . . . . . . . 5.266, 6.180, 7.215
. Postemployment benefits . . . . . . . . . . . . . . 7.223
. Postretirement benefits . . . . . . . . . . 7.226–.227
. Registered investment companies . . . . . . 8.134
. Rollover contributions . . . . . . . . . . . . . . . . . 5.248
. Securities . . . . . . . . . . . . . . . . . . . . . . . 8.130–.132
. Service provider changes . . . . . . 5.277, 5.673,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.199, 7.239
. Tax status . . . . . . . . . . . . . . . . . . . . . . . . . 9.27–.30
. Terminating or frozen plans . . . . 5.670, 6.195,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.236
. Welfare claims . . . . . . . . . . . . . . . . . . . . . . . . 7.208

SUPPLEMENTAL SCHEDULES
. ERISA and DOL requirements . . . . . 1.22, 2.29,

. . . . . . . . . . . . . . . . 2.124–.125, 11.18, 11.25
. Full-scope audits . . . . . . . 2.29, 11.18–.19–.24,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.46–.52
. Information contains errors, omissions, or

inconsistencies . . . . . . . . . . . . . Table at 11.49,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.49–.50

. Limited-scope audits . . . .2.30, Table at 11.04,
. . . . . . . . . . . . . . . . . . . . . 11.61–.63, 11.73–.79

. Prohibited transactions . . . . . . . . . . . . . . . . 2.122

SUSPENSE ACCOUNT . . . . . . . . . . . 5.419, 6.17

SWAPS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.68

SYNTHETIC GUARANTEED INVESTMENT
CONTRACTS . . . . . .5.45–.47, 5.226–.227

T

TARGET BENEFIT PLANS . . . . . . . . 1.09, Table
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . at 5.05

TAX COMPLIANCE TESTING . . . . . . . . . . . . .9.29

TAX DETERMINATION LETTERS, IRS . . . 7.10,
. . . . . . . . . . . 7.130, 7.161, 9.03, 9.08–.10

TAX POSITION, DEFINED . . . . . . . . . . . . . . . . 9.23

TAX-QUALIFIED DEFINED CONTRIBUTION
RETIREMENT PLANS . . . . . . . . . . . 5.03–.05

TAX-SHELTERED ANNUITIES . . . . . . . . . . . 5.04,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . Table at 5.05
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Subject Index 829

TAX STATUS . . . . . . . . . . . . . . . . . . . . . . . . 9.01–.30
. Auditing considerations . . . . . . . . . . . . . 9.25–.30
. Defined benefit pension plans . . . . . . . . . . . 6.96
. Defined contribution retirement plans . . . . 5.77
. ESOPs . . . . . . . . . . . . 5.05, 5.451, B-10 to B-16

. . . . . . . . . . . . . . . . . and B-46 to B-47 at 5.801
. Generally . . . . . . . . . . . . . . . . . . . . . . . . . . 9.01–.10
. Health and welfare benefit

plans . . . . . . . . . . . . . . . . . . . . . . . . . . 7.159–.164
. Income taxes . . . . . . . . . . . . . . . . . . . . . . 9.20–.24
. Operating tests for plan

qualification . . . . . . . . Table at 9.11, 9.11–.13
. Unrelated business taxable

income . . . . . . . . . . . . . 7.159, 9.02, 9.14–.19

TECHNOLOGY FOR ECONOMIC AND
CLINICAL HEALTH ACT
(HITECH) . . . . . . . . . . . . . . . . . . . C-9 at 7.242

TERMINATION OF PLANS. see also frozen
plans; liquidation and liquidation plans

. Auditor’s reports . . . . . . . . . . . . . . . . . . 11.84–.85

. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.117

. Defined benefit pension plans . . . . 6.117–.125,
. . . . . . . . . . . . . . . . . . . 6.193–.196, 11.84–.85

. Defined contribution retirement
plans . . . . . . . . . . . . . 5.103–.110, 5.272–.274

. ESOPs . . . . . . . . . . . . 5.494–.500, 5.665–.670,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . B-50 at 5.801

. Health and welfare benefits . . . . . . 7.147–.156,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.234–.236

TERMINATION OF TRUSTS, HEALTH AND
WELFARE BENEFIT
PLANS . . . . . . . . . . . . . . . . . . . . . . .7.157–.158

TESTS OF CONTROLS . . . . . . . 2.51, 3.42–.44,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.09–.10

THIRD-PARTY ADMINISTRATORS . . . . . . .2.52,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.140, 8.13

THIRD-PARTY PRICING SOURCES . . . . .8.117,
. . . . . . . . . . . . . . . . . . . . . . 8.132, 8.152–.153

THIRD-PARTY SERVICE PROVIDERS
. Annual contract negotiations

with . . . . . . . . . . . . . . . . . . . . A-4 to A-6 at 7.240
. Audit planning . . . . . . . . . . . . . . . . . . . . . .2.60–.61
. Benefit and claims payments . . . . . . . . . . . 7.209
. Changes in . . . . . . . . . . . . . . .7.166, 7.237–.239
. Defined benefit pension plans . . . .6.05, 6.130,

. . . . . . . . . . . . . . . . . 6.197–.199, A-3 at 6.200
. Defined contribution retirement plans . . . .5.06,

. . . . . . . . . . 5.112, 5.275–.277, A-8 at 5.800
. Deposits with and other receivables

from . . . . . . . . . . . . . . . . 7.66–.70, 7.196–.198
. ESOP changes . . . . . . . . . . . 5.658, 5.671–.673
. Health and welfare benefit plans . . . . . . . .7.166
. Initial audits . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.140
. Investments . . . . . . . . . . . . . . . . . . . . . . . . . . .8.114
. Plan expense allowances . . . . . . . . . . . . . . 7.215
. Risk assessment inquiries . . . . . . . . . . . . . . . 3.17
. Transactions processed by . . . . . . . . . . . . . .2.64

THOSE CHARGED WITH GOVERNANCE
. Audit communication . . . . . . . 2.31–.38, 2.119,

. . . . . . . . . . . . . . . . . . . . . . . . . 2.123, 10.23–.35
. Audit completion procedures . . . . . . 10.23–.35
. Defined . . . . . . . . . . . . . . . . . . . . . . . . . 2.32, 10.25

THRIFT PLANS . . . . . . . . . . . . . . . . . . . . 1.09, 5.05

TOLERABLE MISSTATEMENT,
DEFINED . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.10

TOLI. See trust owned life insurance

TRADE DATE . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.68

TRANSFERS. See mergers, transfers, and
spin-offs

TRUE-UP CONTRIBUTIONS . . . . . . . . . . . . .5.236

TRUST OWNED LIFE INSURANCE
(TOLI) . . . . . . . . . . . . . . . . . . .7.52–.53, 7.186

TRUST STATEMENTS . . . . . . . . . . . . . 1.37, 3.26

TRUST TERMINATION . . . . . . . . . . . .7.157–.158

TRUSTEES. see also third-party service
providers

. Changes in . . . . . . . 5.112, 5.275–.277, 6.130,
. . . . . . . . . . . . . . . . 6.197–.199, 7.166, 11.72

. Defined contribution retirement
plans . . . . . . . . . . . . . . . . . . . . . . . . A-11 at 5.800

. Investments . . . . . . . . . . . . . . . . . . . . . . . .8.11–.12

TRUSTS. see also common or collective
trusts; master trusts . . . . . . . . . . .7.05–.07,
. . . . . . . . . . . . 7.157–.159, Table at 11.04,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.38–.39

U

UBTI. See unrelated business taxable income

UMBRELLA PLANS. See wrapper contracts

UNALLOCATED ASSETS . . . . . . . . . . . . . . . . .5.77

UNALLOCATED CONTRACTS . . . . . 6.34, 8.57

UNALLOCATED FUNDING
ARRANGEMENTS . . . . . . 5.474, 6.32–.36,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.55

UNALLOCATED SHARES. See suspense
account

UNCERTAINTIES. See risks and uncertainties

UNDERSTANDING ENTITY, AND ITS
ENVIRONMENT, INCLUDING ITS
INTERNAL CONTROL . . . . . . . . . . .3.12–.29

. Engagement team discussions . . . . . . 3.23–.24

. Entity and its environment . . . . .3.25–.27, 3.37

. Generally . . . . . . . . . . . . . . . . . . . . . . . . . . 3.12–.14

. Internal control . . . . . . . . . . 3.28–.29, 4.01–.10

. Risk assessment procedures . . . . . . . 3.15–.22

UNDERSTANDING ENTITY’S RELATIONSHIPS
AND TRANSACTIONS . . . . . . . .2.107–.109

UNEMPLOYMENT BENEFITS . . . . . . . . . . . . 9.02

UNINSURED PENSIONER MORTALITY
(UP) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.91

©2016, AICPA AAG-EBP UNI

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



830 Employee Benefit Plans

UNIT CREDIT METHOD . . . . . . . . . . . . . . . . . . 6.82

UNITIZATION IN ESOPs . . . . . . . . . . 5.34, 5.408

UNITIZED ACCOUNTS . . . . . . .5.33–.35, 5.224

UNITS OF PARTICIPATION, DEFINED . . . .8.40

UNMODIFIED OPINIONS. see also modified
opinions . . . . . . . . . . . . . . . . . . . . . . .11.25–.52

. Auditor’s specialist . . . . . . . . . . . . . . . . . . . . . .2.93

. Defined benefit pension plans . . . . . . 11.35–.36

. Defined contribution retirement
plans . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.25–.34

. Full-scope audits . . . . . . . . . . .11.20, 11.50–.55

. Generally . . . . . . . . . . . . . . Table at 11.04, 11.10

. Health and welfare benefit plans . . . . . . . .11.37

. With modifications to report on supplementary
information . . . . . . . . . . . . . . . . . . . . . 11.46–.52

. Reporting on financial statements of a
trust . . . . . . . . . . . . . . . . . . . . . . . . . . . .11.38–.39

. SEC Form 11-K filings . . . . . . . . Table at 11.04,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.40–.45

UNRELATED BUSINESS TAXABLE INCOME
(UBTI) . . . . . . . . . . . .7.159, 9.02, 9.14–.22,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.27, 9.30

UNRELATED TRADE OR BUSINESS . . . . . .9.15

UP. See uninsured pensioner mortality

U.S. GAAP. See generally accepted
accounting principles

U.S. TREASURY SECURITIES . . . . . . . . . . .8.132

V

VACATION PLANS . . . . . . . . . . . . . . . . . . . . . . . 7.03

VALUATION
. ESOPs . . . . . . . . . . . 5.409, 5.441, 5.443–.449,

. . . . . . . 5.608, 5.670, B-17 to B-19 at 5.801
. Fair value. See fair value
. Of investments . . . . . . . . 8.15–.34, 8.123–.125

VEBA. See voluntary employee beneficiary
association

VENTURE CAPITAL FUNDS . . . . . . . . . . . . .8.160

VFCP. See Voluntary Fiduciary Correction
Program

VOLUME SUBMITTER PLANS . . . . . . . . . . . .9.07

VOLUNTARY EMPLOYEE BENEFICIARY
ASSOCIATION (VEBA)

. Auditing considerations . . . . . . . . . . . . . . . . . 9.30

. Financial statement disclosures . . . . . . . . 7.130

. Generally . . . . . . . . . . . . 7.05, 7.07, 7.159–.164

. Investment limitations . . . . . . . . . . . . . . . . . . . 7.43

. IRC requirements . . . . . . . . . . . . . . . . . . . . . . . 9.02

. Tax determination letters . . . . . . . . . . . . . . . .9.09

. Unrelated business income tax . . . . . . . . . . 9.18

. Unrelated business taxable
income . . . . . . . . . . . . . . . . . . . . . . . . . . .9.15–.16

VOLUNTARY FIDUCIARY CORRECTION
PROGRAM (VFCP) . . . . . . . . . . . . . . . . . 2.125

VOTING RIGHTS, ESOPs . . . . . . . . .5.412, B-22
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . at 5.801

W

WASTING TRUST . . . . . . . 5.105, 6.119, 7.148

WELFARE BENEFIT PLANS. See health and
welfare benefit plans

WELFARE CLAIMS, SUBSTANTIVE AUDIT
PROCEDURES . . . . . . . . . . . . . . . . . . . . . 7.208

WITHDRAWALS, ESOPs . . . 5.72, 5.260–.262,
. . . . . . . . . . . . . . . . 5.468–.470, 5.652–.658

WORKING PAPERS OR WORKPAPERS
. Audit planning . . . . . . . . . . . . . . . . . . . . . . . . . . 2.36
. Communication with those charged with

governance . . . . . . . . . . . . . . . . . . . . . . . . . 10.35
. DOL access to auditors’ working

papers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.40
. Risk assessment . . . . . . . . . . . . . . . . . . . 3.54–.55

WRAPPER CONTRACTS . . . . . . . . . . 5.43, 5.46,
. . . . . . . . . . . . . . . . . . . . . . . . . 5.227, 7.08–.11

WRITTEN COMMUNICATION, TO THOSE
CHARGED WITH GOVERNANCE . . . .10.34

WRITTEN REPRESENTATIONS
. Audit completion procedures . . . . . . . . . . 10.10,

. . . . . . . . . . . 10.16–.22, Exhibit 10-1 at 10.22
. Noncompliance . . . . . . . . . . . . . . . . . . . . . . . 2.120
. From specialist . . . . . . . . . . . . . . . . . . . . . . . . . 2.70
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