
THE IMPORTANCE OF A QUALITY AUDIT

Generally, federal law requires employee beneÞt plans (EBP) with 

100 or more participants to have an audit as part of their 

obligation to Þle an annual return/report (Form 5500). 

Independent audits of EBP Þnancial statements are an important 

accountability mechanism. If your EBP is required to have an 

audit, it is the plan administratorÕs duty to hire an independent 

qualiÞed public accountant, and to insure that the plan has 

obtained a quality audit in accordance with the Employee 

Retirement Income Security Act of 1974 (ERISA) and the U.S. 

Department of Labor (DOL) requirements. The plan sponsor of 

the EBP is the plan administrator under the law unless another 

individual or entity is speciÞcally designated to assume this 

responsibility.

An audit will help protect the assets and the Þnancial integrity of 

your EBP. A properly completed audit provides more reliable 

information used to manage and administer the plan. The audit 

will also help the plan administrator carry out his/her legal 

responsibility to Þle a complete and accurate annual return/

report for your plan each year. As such, selection of an 

experienced and reliable auditor is very important.

ERISA holds plan administrators responsible for ensuring that 

plan Þnancial statements are properly audited in accordance with 

generally accepted auditing standards. There is a signiÞcant 

amount of risk to plan sponsors associated with the audits of 

their ERISA plans. Recent DOL studies of audit quality have 

identiÞed signiÞcant deÞciencies in plan audits. Accordingly, the 

DOL has dramatically increased and revised its enforcement 

strategies with respect to audit deÞciencies. The penalties for 

such failures can be substantial. The DOL can assess penalties on 

plan sponsors of up to $1,100 a day up to $50,000 per annual 

report Þling where the required auditorÕs report is missing or 

deÞcient. Plan sponsors should make the selection of the plan 

auditor a high priority, as with all plan service providers, and 

exercise due care during every phase of the auditor selection 

process.
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FINDING AN AUDIT FIRM

The DOLÕs Employee BeneÞt Security Administration (EBSA) has 

developed a booklet titled Selecting an Auditor for Your 

Employee BeneÞt Plan  to assist plan administrators in selecting 

an auditor. It also provides information about reviewing the audit 

work and report.

AICPA Employee BeneÞt Plan Audit Quality Center (EBPAQC) 

member Þrms show their commitment to providing quality audit 

services to ERISA plans by voluntarily adhering to higher 

standards of audit quality in their policies, procedures and 

training related to the performance of beneÞt plan audits. Those 

standards are the benchmark of their commitment to quality 

performance and client service. Decosimo has been a member 

of the EBPAQC since the CenterÕs inception.

THE REQUEST FOR PROPOSAL (RFP), EVALUATION AND 

AUDITOR SELECTION

The preparation of a sound RFP is an important part of the 

proposal process. A well prepared RFP will determine the 

quality of the respondents and will help reduce the time and 

e!ort expended in the overall RFP and selection process. It is 

critical that you as a plan sponsor ask informed questions during 

the proposal process in order to obtain adequate information 

which to base your Þnal decision to hire an audit Þrm. In 

addition, it is important that you provide audit Þrms with 

su"cient information about the nature of the plan and the 

engagement to allow for a meaningful and comprehensive 

proposal that addresses your speciÞc needs. The EBPAQC has 

prepared a generic EBP RFP model which can be viewed at the 

CenterÕs website ( www.ebpaqc.com ), as well as information 

regarding the proposal evaluation and auditor selection process.

For more information, contact DecosimoÕs Employee 
BeneÞt Plan team at ebp@decosimo.com.

DISCLAIMER: This publication is distributed with the understanding that Decosimo is not rendering legal, accounting or other professional services in this 
publication.  If legal advice or other expert assistance is required, the services of a competent professional should be sought.  Contact the DOL EFAST help line 
at 1-866-463-3278 with questions about the new filing and audit requirements.
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