
WHO TO CONTACT DURING THE LIVE PROGRAM

For Additional Registrations:
-Call Strafford Customer Service 1-800-926-7926 x1 (or 404-881-1141 x1)

For Assistance During the Live Program:
-On the web, use the Chat function to send a message

If you get disconnected during the program, you can simply log in using your original instructions and PIN.

IMPORTANT INFORMATION FOR THE LIVE PROGRAM

This program is approved for 2 CPE credit hours. To earn credit you must:

• Participate in the program on your own computer connection (no sharing) – if you need to register 
additional people, please call customer service at 1-800-926-7926 ext. 1 (or 404-881-1141 ext. 1).  
Strafford accepts American Express, Visa, MasterCard, Discover.

• Listen on-line via your computer speakers.

• Respond to five prompts during the program plus a single verification code.  

• To earn full credit, you must remain connected for the entire program.

Employee Benefit Plan Audit Peer Reviews
WEDNESDAY, DECEMBER 7, 2022, 1:00-2:50 pm Eastern

FOR LIVE PROGRAM ONLY



Tips for Optimal Quality FOR LIVE PROGRAM ONLY

Sound Quality
When listening via your computer speakers, please note that the quality 
of your sound will vary depending on the speed and quality of your internet 
connection.

If the sound quality is not satisfactory, please e-mail sound@straffordpub.com
immediately so we can address the problem.

mailto:sound@straffordpub.com


Recording our programs is not permitted. However, today's participants can 
order a recorded version of this event at a special attendee price. Please call 
Customer Service at 800-926-7926 ext.1 or visit Strafford’s website 
at www.straffordpub.com.

http://www.straffordpub.com/
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Notice

ANY TAX ADVICE IN THIS COMMUNICATION IS NOT INTENDED OR WRITTEN BY 
THE SPEAKERS’ FIRMS TO BE USED, AND CANNOT BE USED, BY A CLIENT OR ANY 
OTHER PERSON OR ENTITY FOR THE PURPOSE OF (i) AVOIDING PENALTIES THAT 
MAY BE IMPOSED ON ANY TAXPAYER OR (ii) PROMOTING, MARKETING OR 
RECOMMENDING TO ANOTHER PARTY ANY MATTERS ADDRESSED HEREIN. 

You (and your employees, representatives, or agents) may disclose to any and all persons, 
without limitation, the tax treatment or tax structure, or both, of any transaction 
described in the associated materials we provide to you, including, but not limited to, 
any tax opinions, memoranda, or other tax analyses contained in those materials.

The information contained herein is of a general nature and based on authorities that are 
subject to change.  Applicability of the information to specific situations should be 
determined through consultation with your tax adviser.



Employee Benefit Plan 
Audit Peer Reviews

Preparing for Risk Assessment, Control Document 
Inspection, and Other Peer Review Concerns

December 7, 2022



Christopher J. Ciminera, CPA, QKA – Principal 
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1. Peer Review Process and Standards

2. Deficiencies in EBP Audits

3. Tools to Help Prepare for Peer Review and Best Practices

Agenda

Copyright © 2022 Belfint, Lyons & Shuman, P.A.



DOL REJECTION LETTER
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• AICPA Standards for Performing and Reporting on Peer 
Reviews

Effective for peer reviews commencing on or after May 1, 2022

Clarified Peer Review Standards
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• Peer Review – Clarified Section 201, Appendix C –
Additional Requirements for Must-Select and Must-Cover 
Engagements

.05 – Regulatory and legislative developments have made it clear 
that there is a significant public interest in, and a higher risk 
associated with, audits conducted pursuant to Employee Retirement 
Income Security Act of 1974 (ERISA).

Why Are EBP Audits Selected in Peer Review?
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1. Why?
• AICPA and applicable state board requirements

• PR-C Section 100.03 – AICPA bylaws and the AICPA Code of Professional 
Conduct require that members engaged in the practice of public accounting 
are practicing with a firm that is enrolled in an Institute-approved practice-
monitoring program (AICPA Peer Review Program) if the firm

• Performs services within the scope of these standards and

• Issues reports purporting to be in accordance with AICPA professional standards.

• Aicpa.org/Resources/Firm Resources/Peer Review

2. How?
• System Reviews

Peer Review Overview
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• Objective
• PR-C Section 200.03 

The objective of the reviewer is to perform a peer review in accordance with the 
Standards for Performing and Reporting on Peer Reviews (the standards) 
established by the Peer Review Board (the board) of the American Institute of 
Certified Public Accountants to enhance the effectiveness of and contribute to 
the quality of our profession.

Peer Reviewer Objective

Copyright © 2022 Belfint, Lyons & Shuman, P.A.



• Objective
• PR-C Section 210.03 

The objectives of the reviewer, in conducting a system review, are to do the following:

a. Obtain reasonable assurance that the reviewed firm’s system of quality control for its 
accounting and auditing practice has been designed and complied with to provide the 
firm with reasonable assurance of performing or reporting in conformity with the 
requirements of applicable professional standards in all material respects. 

b. Report on the reviewed firm’s system of quality control and communicate as required by 
the Standards for Performing and Reporting on Peer Reviews (the standards) established 
by the Peer Review Board (the board) of the American Institute of Certified Public 
Accountants, in accordance with the reviewer’s conclusions.   

System Review Objective

Copyright © 2022 Belfint, Lyons & Shuman, P.A.



• The peer reviewer should review a reasonable cross section of the 
firm’s accounting and auditing engagements with greater emphasis on 
those portions of the practice with higher combined assessed levels of 
Inherent and Control risk. 

• Reviewer should document key decisions when engagement selections 
do not include: 

• Level of service

• Public interest industries (EBP audits)

• Engagement type within an industry

• Industries where the firm performs a high volume of 
engagements.

Selection of  Engagements

Copyright © 2022 Belfint, Lyons & Shuman, P.A.



• PR-C Section 210.36
• The reviewer should evaluate each engagement selected for 

review.  The evaluation should include the following:
a. A consideration of the financial statements or information and the related 

accountant’s reports

b. Review of accounting and audit documentation required by the applicable 
professional standards

c. Consideration of information related to the engagement obtained through 
the peer review, including but not limited to engagement profile 
information, representations made by the firm, and other inquiries.

Evaluation of  Engagements
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• PR-C Section 210.37
• When evaluating an audit engagement, the reviewer’s procedures 

should include determining whether the reviewed firm has 
appropriately done the following:

a. Identified the significant risk areas on each audit engagement selected for 
the peer review

b. Performed the necessary audit procedures related to the identified 
significant risk areas

c. Documented the auditing procedures performed in these significant risk 
areas.

Evaluation of  Engagements - Continued
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• PR-C Section 210.38
• For each engagement reviewed, the reviewer should use peer 

review checklists and questionnaires to determine whether:
a. The financial statements are fairly presented in accordance with generally 

accepted accounting principles (GAAP) in all material respects (or when 
applicable, with a special purpose framework) and

b. The firm has performed and reported on the engagement in accordance 
with the requirements of the applicable professional standards in all 
material respects.  

Evaluation of  Engagements - Continued
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• PR-C Section 210.A6
• The relationship of the firm’s audit hours to total accounting and auditing hours

• The size of the firm’s major engagements relative to the firm’s practice as a whole

• Initial engagements and their impact on the firm’s practice

• The industries in which the firm’s clients operate

• The results of the prior peer review

• The actions of the firm in response to the prior report and FFC forms

• The result of any regulatory or governmental oversight or inspection procedures

• The risk level of the engagements performed

• The extent of non-audit services

• Significant changes in the firm’s practice

Peer Review Risk
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• PR-C Section 210.A7 – Circumstances outside the firm:
• New professional standards or those being applied initially for one or more clients

• Changes in regulatory requirements

• Adverse economic developments in an industry in which one or more of the firm’s 
clients operate

• Significant developments in the client’s organization

Peer Review Risk - Continued

Copyright © 2022 Belfint, Lyons & Shuman, P.A.



• PR-C Section 210.A9 –
• Examples of higher-risk engagements include, but are not limited 

to, audits of employee benefit plans…..

• PR-C Section 210 – Appendix C .05
• Regulatory and legislative developments have made it clear that 

there is a significant public interest in, and a higher risk associated 
with, audits conducted pursuant to ERISA.

EBP Audits are High Risk!
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• PR-C Section 210 – Appendix C .06
• For employee benefit plans under ERISA, the peer reviewer should consider 

whether the engagement selection process has adequately addressed the risks 
involved in ERISA Section 103(a)(3)(C) audits versus non-ERISA 103(a)(3)(C) audits 
and in different types of benefit plans such as defined benefit, defined contribution, 
and voluntary health and welfare plans.  

• Number of ERISA audits

• Number of years’ experience performing the engagements

• Number of team members with experience

• CPE and specialized training members have undergone

• Reasonableness of hours spent on ERISA engagements

EBP Audits are High Risk!
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• Did anything come to the team’s attention that caused it to 
believe that the engagement was not performed or 
reported on in conformity with applicable professional 
standards in all material respects?

Concluding on the Review Engagement

Copyright © 2022 Belfint, Lyons & Shuman, P.A.



Definition Reported

• Matters Matter for Further 
Consideration (MFC) form

• Findings Finding for Further 
Consideration (FFC) form

• Deficiency Pass with Deficiencies

• Significant Deficiency Fail

Matters, Findings, Deficiencies, Significant 
Deficiencies

Copyright © 2022 Belfint, Lyons & Shuman, P.A.



Matters, Findings, Deficiencies, Significant 
Deficiencies
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• System Review Report with Rating of Pass

• System Review Report with Rating of Pass with Deficiencies

• System Review Report with Rating of Fail

System Review Ratings

Copyright © 2022 Belfint, Lyons & Shuman, P.A.



Is Peer Review Working?

Copyright © 2022 Belfint, Lyons & Shuman, P.A.

* Chart from the DOL’s Assessing the Quality of Employee Benefit Plan Audits issued May 2015



Is Peer Review Working?
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* Chart from the DOL’s Assessing the Quality of Employee Benefit Plan Audits issued May 2015



Is Peer Review Working?

Copyright © 2022 Belfint, Lyons & Shuman, P.A.

* Chart from the AICPA Annual Report on Oversight issued April 18, 2022



• Professional Standards
• Failure to appropriately document planning procedures, including:

• Risk Assessment

• Planning Analytics

• Understanding of IT environment

• Internal Control Testing

• Consideration of going concern

• Failure to properly support and document the assessed level of risk in accordance 
with professional standards including:

• Setting control risk at less than high without testing the effectiveness of 
controls

• Performing risk assessment at the audit level rather than at the relevant 
assertion level

Examples of  Matters in Peer Reviews
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• Professional Standards - continued
• Failure to properly support and document the assessed level of 

risk in accordance with professional standards including:
• Failure to properly identify and/or document the relevant risks and controls associated 

with the role of IT

• Failure to document linkage between risk assessment procedures and actual substantive 
procedures performed

• Failure to document fraud risk assessment procedures regarding inquiries with those 
charged in governance and response to management override of controls

Examples of  Matters in Peer Reviews
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• Professional Standards - continued
• Failure to appropriately address fraud considerations related to revenue 

recognition

• Failure to obtain appropriate management representation letters

• Failure to communicate and/or document required communications with those 
charged with governance

• Failure to properly adopt newer standards regarding the presentation of debt 
issuance costs and revenue recognition

• Failure to include audit documentation that contains sufficient competent evidence 
to support the firm’s opinion on the financial statements

• Failure to adhere to establish quality control policies and procedures

Examples of  Matters in Peer Reviews

Copyright © 2022 Belfint, Lyons & Shuman, P.A.



• ERISA
• Incomplete or unclear audit documentation in the following areas:

• Risk assessment

• Internal controls or walkthrough of those controls

• Sampling

• Reliance on and evaluation of SOC 1 report

Examples of  Matters in Peer Reviews

Copyright © 2022 Belfint, Lyons & Shuman, P.A.



• Investments
• No investment testing in a full-scope audit

• No certification and ineligible certifying entity in a limited-scope 
audit

• Notes Receivable
• No/Inadequate testing of compliance with plan 

• No review of supporting loan documentation

DOL Audit Quality Study – Unacceptable/Major
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• Contributions
• Failure to test timely remittance of employee contributions

• Failure to test compliance with plan compensation provisions

• No/Inadequate testing of use of forfeitures

• Benefit Payments
• No recalculation of benefit payments

• No/Inadequate work regarding eligibility of individuals

DOL Audit Quality Study – Unacceptable/Major
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• Participant Data
• Failure to adequately test allocations to participant accounts

• No/Insufficient testing of payroll data

• No/Inadequate testing of participant investment options

• No reconciliation of total individual participant accounts to total 
plan assets

• Failure to adequately test eligibility, terminations, and forfeitures

• Failure to test compliance with plan compensation provisions

DOL Audit Quality Study – Unacceptable/Major

Copyright © 2022 Belfint, Lyons & Shuman, P.A.



• Skills, knowledge, and experience was not documented in the 
independence evaluation.

• Preliminary analytical procedures were not documented or did not 
develop expectations.

• Workpapers are signed off long after the report issuance date.

• Risk assessment performed by audit area rather than assertion level, 
which is required in areas deemed significant with identified risks.

• Control risk was assessed at less than high without testing controls.

• The firm failed to adequately document the linkage of assessed risk of 
material misstatement with procedures performed.

EBPAQC Select Peer Review Findings
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• IT considerations (risks and controls) not documented.

• SOC 1 – Firm discussed complementary user controls with 
the client but did not do any testing of these controls. 

• The firm analyzed the SOC 1 of the trust company, but not 
of the payroll company.

• Name of the service auditor is unfamiliar.  No 
documentation on research of their qualification and 
reputation.

EBPAQC Select Peer Review Findings
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• Document, document, document

• Review plan documents

• SOC 1 reports

• Critical Audit Areas

• Risk Assessment

• ERISA Section 103(a)(3)(C) Audit

• Complete Testing

Area of  Focus on EBP Audits

Copyright © 2022 Belfint, Lyons & Shuman, P.A.



Success! DOL No Further Action Notice
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Diverse Thinking | Unique Perspectives

With you 
TODAY…

Sharjeel 
AHSAN

CPA, MBA 
Audit Director
713.968.1689

SAhsan@mjlm.com

Mr. Ahsan has 15+ years of experience in public 
accounting and responsible for managing employee 
benefit plan audits, including defined contribution 
(401(a), 403(b), 401(k)) plans (also including plans 
requiring Form 11-K filings), defined benefit 
(traditional pension and cash balance) plans, health 
and welfare plans with a section 401(h) arrangement 
of clients that range from regional non-profit 
organizations to Fortune 500 public companies. 

Mr. Ahsan has extensive knowledge of accounting 
and technical reporting standards and has assisted 
clients with their annual audit and reporting 
requirements. 

Mr. Ahsan is a subject matter expert on Form 5500 
and has been instrumental in building and leading his 
firm’s Form 5500 preparation practice and has helped 
several clients through DOL & IRS voluntary 
compliance programs. 

mailto:SAhsan@mjlm.com


Diverse Thinking | Unique Perspectives

Common Misconceptions 
DRIVING NON-CONFORMITY

 Because the "certified” trust statements 
were available,  overall audit risk was  
very low, and no formal risk assessment 
was required.

 When certification and SOC-1 reports 
were obtained, overall inherent risk was 
assessed at low for all 103(a)(3)(C) audits 
(formerly called limited scope audits).

 For the 103(a)(3)(C) audits, it is okay to 
assess risk at the audit area, not assertion 
level.



Diverse Thinking | Unique Perspectives

 Risk Assessment related

 Internal Controls related

 Audit Areas related

Common 
ISSUES



Diverse Thinking | Unique Perspectives

 Pervasive non-compliance with AU-C 
section 315 and AU-C section 330

 Common Issues:

 Limited or non-existence Risk 
Assessment

 No linkage between assessed risk and 
planned responses

 Improper use of third-party practice 
aids

Risk Assessment related 
COMMON ISSUES:



Diverse Thinking | Unique Perspectives

 No risk assessment means

 No basis for designing audit plan 
responsive to risk

 Failure to obtain sufficient 
appropriate audit evidence

Limited or non-existent risk assessment

Risk Assessment related
COMMON ISSUES:



Diverse Thinking | Unique Perspectives

 Without proper linkage between 
assessed risk and planned responses, it 
could result in:

 Inefficiency in performing audits

 Over-auditing or under-auditing

 Non-compliance with standards

Risk Assessment related
COMMON ISSUES:

No linkage between assessed risks and planned responses
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 "Basic" auto-pilot approach

 "Extended" approach without picking the right 
procedures to address the client's specific risks

 No tailored procedures to address significant 
risks

Risk Assessment related
COMMON ISSUES:

Improper use of third-party practice aids





Diverse Thinking | Unique Perspectives

 Not identifying which controls are relevant to the 
audit

 Lack of awareness of responsibilities regarding 
relevant controls

 Improperly assessing client's control risk
 Not considering the impact of client’s controls on 

procedures

Internal Control related
COMMON ISSUES:



Diverse Thinking | Unique Perspectives

 Consider processes placed in operations in 
response to the financial statement and assertion 
level risks. 

 Ensure that Controls relevant to an audit:
 Are designed to prevent or detect and correct 

misstatement of relevant assertions;

 Address significant risks (including fraud risks);

 The auditor intends to test for operating effectiveness;

Not identifying which controls are relevant to the audit

Internal Control related
COMMON ISSUES:
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Lack of awareness of responsibilities regarding relevant controls

Internal Control related
COMMON ISSUES:

 Many auditors have the false impression that 
determining whether controls exists is the extent 
of their responsibilities.
 Evaluate the design of each control to determine if the 

control would prevent or detect and correct a material 
misstatement from occurring

 Determine whether it has been implemented by 
performing procedures in addition to inquiry - such as a 
walkthrough or analytical procedures

 Understand potential reporting requirements under AU-C 
Section 265, Communicating Internal Control Matters 
Identified in an Audit.
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 Some auditors believe that it is appropriate to default 
to control risk assessments of “high”.
 Auditors cannot default to a “high” level of control risk as 

this could lead to failure to identify risks that are relevant 
to the audit.

 Conversely, other auditors believe they can set 
control risk to a level below the maximum without 
testing the operational effectiveness of those 
deemed relevant to the audit.
 When setting control risk at less than the maximum, 

auditors must test the operational effectiveness of those 
controls.

Internal Control related
COMMON ISSUES:

Improperly assessing client's control risk
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 Peer Review Program data suggests that auditors 
often appear to approach their audits with smaller 
clients with no intentions on relying on their controls.

 Can result in inefficient procedures

 Potentially leads to ineffective procedures that are 
not responsive to the client's specific risks

 After testing the operational effectiveness of relevant 
controls, the auditor may be able to place reliance on 
some controls.

 If operating effectively, the auditor is able to 
reduce substantive testing procedures

Internal Control related
COMMON ISSUES:
Not considering the impact of client’s controls on procedures
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 SOC analysis deficiencies

 Participant data testing deficiencies

 Investment testing deficiencies
 Contribution testing deficiencies

 Benefit payment testing deficiencies

 Documentation related deficiencies
 Reporting

Audit Area related
COMMON ISSUES:
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 Type 1 SOC 1 report was used as audit 
evidence to support the Firm’s 
understanding about the internal 
controls.

 Type 2 SOC 1 was used but was not 
properly evaluated.

 User entity control considerations were 
not properly reviewed and/or tested

Audit Area related
COMMON ISSUES:

SOC-1 Reports
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 No audit work performed or no audit documentation of 
testing participant data 

 Testing of payroll data insufficient 
 Risk of plan non-compliance with provisions – definition of 

eligible compensation (also effects contributions)

 No testing of participant eligibility, termination or forfeitures 
 Risk of plan non-compliance with provisions – missed or late 

entry dates, entry date too early
 Forfeitures miscalculated; forfeitures not used in accordance with 

the plan

 No testing of investment income or investment election 
allocation to participants 

 No reconciliation of participant accounts to total plan assets

Audit Area related
COMMON ISSUES:

Participant Data / Accounts
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 Non 103(a)(3)(C) Audits (formerly full scope audits):
 Failure to test investment transactions and/or income 
 Failure to test end-of-year market values of investments
 Failure to confirm existence and ownership of investments 

through direct confirmation procedures

 103(a)(3)(C) Audits (formerly limited scope audits):
 Failure to obtain proper certification
 Failure to understand testing requirements
 Improper use of limited scope exemptions 

 Inadequate or missing disclosures related to 
investments 

Audit Area related
COMMON ISSUES:
Investments
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 No audit work performed or no audit 
documentation 

 Insufficient testing on contributing employers for 
multi-employer plans 

 Failure to test compliance with compensation 
provisions
 This is the area that most non-compliance is found in a 

plan - Improper definition of eligible compensation 

 Failure to test forfeitures

 Timeliness of participant contributions not tested 

Audit Area related
COMMON ISSUES:
Contributions
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 No audit documentation or no audit work 
performed 

 Failure to test participant eligibility to 
receive benefit payments 

 Failure to test approval/validity of benefit 
payments 

 Failure to test vesting

Audit Area related
COMMON ISSUES:
Benefit Payments
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Audit Area related
COMMON ISSUES:

 Lack of documentation results in a majority of peer 
reviewer findings
 If there is a lack of documentation about audit procedures, this 

can result in the determination that the auditor did not have 
sufficient competence to complete the audit.

 Firms are required to document:
 Nature, timing, and extent of procedures

 Results of those procedures

 Any significant findings, issues, or professional judgement

 Remember…if you didn’t document the procedure, it’s 
considered not to have been done

Documentation
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Audit Area related
COMMON ISSUES:

 Investments
 Failure to disclose fair value measurements
 Problems with fully benefit-responsive contracts

 Supplemental Schedule of Assets (Held at End of Year)
 Not attached to the financial statements
 Not formatted correctly
 No proper identification of parties in interest
 The terms or interest rates (or both) for participant loans not included.

 Auditor’s Opinion
 Failed to properly identify or report the financial statements or 

supplementary information
 Failed to comply with AU-C Section 700, Forming an Opinion and 

Reporting on Financial Statements
 Incorrect opinion wording on 103(a)(3)(C) vs. Non 103(a) (3)(C) audits

Reporting
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 Insurance contracts or investment contracts not 
properly recorded at fair value

 Employees are not appropriately included or 
excluded based upon plan provisions

 Benefit payments are not made to, or on behalf 
of, persons entitled to receive them—Possible 
concern: Many retirees have died; are they off 
the census?

 Plan expenses do not represent allowable 
expenses per the plan document or paid to 
fictious vendors

Audit Area related
COMMON ISSUES:
Defined Benefit Plans
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 Allocation of expenses between plans is not 
apportioned correctly

 The actuary does not have the appropriate 
qualifications or related experience

 Benefits paid per the actuary do not agree to 
benefits paid on the statement of changes

 Benefit payments are not recalculated

 Beginning of year valuation not appropriately 
presented (Comparative Statements vs single 
year presentation)

Audit Area related
COMMON ISSUES:
Defined Benefit Plans – continued…
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 No audit documentation or no audit work 
performed for related-party and party-in-
interest transactions

 Failure to understand and/or test 
administrative expenses

 Inadequate planning and supervision

 Non-attest services not documented

Audit Area related  
COMMON ISSUES:
Other Areas
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EBPAQC Membership Requirements
• Designated audit partner in charge of EBP
• Partners must be members of AICPA
• System of quality control 
• Monitoring program with internal inspections
• Peer review report made public
• EBPs must be selected for peer review
• Periodically file information about EBP practice
• Pay dues established by executive committee

CONSIDERATIONS:
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EBPAQC Membership Requirements
• Review of specific engagements 
• Review of CPE records
• Review of training program (if applicable)
• Summarize and evaluate the findings
• Communicate inspection results
• Remediate issues as needed

CONSIDERATIONS:
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•Engagement acceptance
•Risk assessment and response
•Procedures for a Section 103(a)(3)(C) 
audit
•Communications with management and 
those charged with governance
•Form 5500
•Written representations
•Reporting

CONSIDERATIONS FOR SAS134-140



Diverse Thinking | Unique Perspectives

• Establish organizational structure for employee benefit plans

• Annual internal inspections

• Ensure the documentation is complete and accurate

• Maintain CPE records 

• Coordinate the timing and offices to be visited by the peer review 
team, and ensure to communicate to your local offices

• Identify and prepare those who will be involved in the peer 
review process

• Learn from the past experiences

BEST PRACTICES:
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