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Early Warning Signs – DOL Form 
5500

Net Cash Outflow from Contribution Revenue 
and Benefit Expense

Funding % Declining each year

Increase in Withdrawing Employers
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Net Cash Outflow from Contribution Revenue 
and Benefit Expense-Schedule H
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Net Cash Outflow from Contribution Revenue 
and Benefit Expense-Schedule H
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Funding % Declining each year-
Schedule MB
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Increase in Withdrawing Employers-Schedule 
R
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New Accounting Standard-Impact on 
Employee Benefit Plans
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SAS 136- Forming an Opinion and Reporting on 
Financial Statements of Employee Benefit Plans 
Subject to ERISA

• Effective Date – Audits of ERISA plan 
financial statements for periods ending 
on or after December 31, 2020
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SAS 136-Auditor’s Responsibilities & 
Performance Requirements
Engagement acceptance, including obtaining the agreement of 
management acknowledging and understanding their responsibility 
for the plan, its administration and disclosures.

• Maintaining current plan instrument, including amendments
• Administering the plan and determining plan’s transactions are in conformity with 

plan provisions

Audit risk assessment and an auditor’s responses to identified 
risks.

• Procedures for “gaining and understanding sufficient to perform risk assessment 
procedures” should include reading the most current plan instrument (including 
effective amendments)
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SAS 136-Auditor’s Responsibilities & 
Performance Requirements

Evaluation and reporting of prohibited party-in-interest transactions.

Evaluation of reportable findings such as noncompliance or internal 
control deficiencies.

1.Communications with management or those charged with governance 
related to reportable findings.

• Communicate in writing, timely
• Included with other required communications (AU-C 250, 260, and 265)
• Communication should include:

• Description of reportable finding
• Sufficient information to enable Governance and Plan management to understand 

context
• Explanation of potential effect on the financial statements or to the plan
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SAS 136-Auditor’s Responsibilities & 
Performance Requirements
1.Procedures for an ERISA Section 103(a)(3)(C) audit, previously known 
as limited-scope audit, include determining:

• Audit is permissible under circumstances 
• Investment certification is prepared and certified by QUALIFIED INSTITUTION 
• Certification meets requirements of 29 CFR 2520-103-5 
• Investment information certified is appropriately measured, presented and disclosed in 

accordance with applicable financial reporting framework 

1.Required written representations from plan management, should also 
include:

• Management has provided the most current plan instrument, including plan amendments
• Management acknowledges its responsibilities for administering the plan and determining 

that the plan’s transactions that are presented and disclosed in the ERISA plan financial 
statements are in conformity with the plan’s provisions (including maintaining sufficient 
records for each participant)
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Auditor’s Report - Significant Changes

Opinion section 
presented first, followed 
by “Basis for Opinion”

“Basis for Opinion”-
includes a statement that 
auditor is required to be 

independent of entity 
and meet auditor’s other 
ethical responsibilities

Management 
Responsibilities 

expanded (e.g. Going 
concern evaluation)

Auditor Responsibilities 
expanded (e.g. Going 

concern and 
communication with 

Governance)
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Unmodified Opinion-Opinion Section
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Unmodified Opinion-Basis for Opinion
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Unmodified Opinion-Management Responsibilities
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Unmodified Opinion-Auditor’s Responsibilities
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Unmodified Opinion-Auditor’s Responsibilities

The American Pension Crisis 
an Alliance for Retired Americans Seminar 

November 19-20, 2019



Mary Margaret Prange, CPA‐Calibre CPA Group                  
DOL Form 5500‐Early Warning Signs 19

CALIBRECPA.COM

Unmodified Opinion-Auditor’s Responsibilities
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Supplemental Schedules 
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AICPA EBP Audit Guide – Multi-Employer 
Chapter

Disclosure Requirements for Funded Status 
of the Plan

Presentation & Disclosure of Assessed 
Withdrawal Liability

Presentation & Disclosure of PBGC Financial 
Assistance
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Disclosure Requirements for Funded Status of 
PlanME Plans are required to have an annual certification prepared by Plan’s 
actuary as to the Plan’s health (Zone Status) under the Pension Protection Act 
(PPA)

The PPA provided standardized benchmarks to assist the Plan’s Board of 
Trustees recognize plan funding deficiencies

FASB ASC 715-80 requires disclosures for Employer, but not Plan

Divergence in practice as to whether to disclose the plan’s financial health 
(Zone Status) in the Plan’s financial statements
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FinREC Recommendation

The financial statements should include a 
disclosure when the plan has been 
certified to be in critical or endangered 
status due to funding deficiencies
• Disclosure should also include a summary of the 

key provisions of the funding improvement or 
rehabilitation plan adopted by the Plan’s Board of 
Trustees
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Presentation & Disclosure of Assessed 
Withdrawal Liability

Divergence in practice as to when to record a withdrawal liability 
receivable and disclosure requirements

Likelihood that  the assessed withdrawal liability will not be fully 
collected

Many plans are recording cash basis

Financial statements often do not include the appropriate disclosures
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Presentation & Disclosure of Assessed 
Withdrawal Liability
• Assessed Withdrawal Liability

– Plan should record the receivable, net of any 
allowance for an amount deemed 
uncollectible, when entitlement has been 
determined

– The assessed withdrawal liability income is 
generally shown as a separate line item in the 
Income Statement

The American Pension Crisis 
an Alliance for Retired Americans Seminar 

November 19-20, 2019



Mary Margaret Prange, CPA‐Calibre CPA Group                  
DOL Form 5500‐Early Warning Signs 26

CALIBRECPA.COM

FinREC Recommendation

Notes to Financial Statements should 
include
• General description of the assessed withdrawal 

liability,
• Assessed amount,
• General terms and conditions of payment, and
• Allowance for doubtful accounts, even if the likelihood 

of collection is remote when the assessed amount is 
formally written off.
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Presentation & Disclosure of PBGC Financial 
Assistance

PBGC provides financial assistance to an insolvent ME DB Plan in 
the form of a loan to pay

• Participants their guaranteed benefits
• Plan’s reasonable administrative expenses

Loan evidences by a promissory note, a security agreement, and is 
repayable with interest if and when the plan’s financial condition 
improves

Divergence in practice exists as to whether the loan should be 
recorded on the plan’s financial statement or just disclosed in the 
notes to the financial statements
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Presentation & Disclosure of PBGC Financial 
Assistance

Although it is unlikely that the 
loan would ever be repaid, it is a 
contractual obligation of the plan 

and would be recorded as a 
liability in the Balance Sheet with 

appropriate disclosures

ASC 405-20 Extinguishments of 
Liabilities a debtor shall 

derecognize a liability if and only 
if it has been extinguished by 

being relieved of its obligation for 
the liability or legally released 
from being the primary obligor 

under the liability
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Questions
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